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(

This offering statement shall only be qualified upon order of the Commission, unless a
subsequent amendment is filed indicating the intention to become qualified by operation of
the terms of Regulation A.

Part I -- Notification

ITEM 1. Significant Parties

(a) Managers

Charles R. Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

C. Richard Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Bradley C. Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Michael B. Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(b) Officers

Charles R. Davis

President and Chief Executive Officer
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

C. Richard Davis

Executive Vice President

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Bradley C. Davis

Executive Vice President

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240



Michael B. Davis

Executive Vice President

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Jerry Crone

Chief Financial Officer

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(©) Managing Member
Davis Holding Corporation
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(d) Davis Investments, L.P.

(e) C. Richard Davis
Michael B. Davis
Bradley C. Davis

& None

(g) Davis Holding Corporation

Davis Homes of Florida, LLC
Davis Financial Services, LLC
Davis Wholesale, LLC
Davis Properties, LLC

Home Guaranty Corporation, LLC
Creekside Square Apartments, L.P.
Creekside Square Apartments II, L.P.

Hanna Village Apartments, L.P.
Centennial Management, LLC
Davis Realty, Inc.

First Fidelity & Guaranty Company

Autumn Chase Apartments, L.P.
Walnut Manor Apartments, L.P.
Ft. Harrison Housing, L.P.
Davis Family Properties, LLC
White River Associates, L.P.
White River Associates, Inc.
Cedar Ridge Associates, L.P.



(h)  C.Richard Davis, Esq.
Davis Homes, LLC
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(i) Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

Gg) Frank D. Neese
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

Dawn Barringer
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

(k) Frank D. Neese
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

D N/A

(m)  Karen Ball Woods, Esq.
Jeffrey B. Bailey, Esq.
Bose McKinney & Evans LLP
Suite 2700, First Indiana Plaza
135 N. Pennsylvania Street
Indianapolis, Indiana 46204

ITEM 2. Application of Rule 262
(a) No
(b) NA
ITEM 3. Affiliate Sales
N/A

ITEM 4. Jurisdictions in which Securities are to be offered

(a) Illinois, Indiana and Tennessee



(b) None
ITEM 5. Unregistered Securities issued or sold within one year

None
ITEM 6. Other Present or Proposed Offerings

None
ITEM 7. Marketing Arrangements

None
ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

An opinion as to the validity of the Notes will be offered by C. Richard Davis, Esq., who

1s a Director and Executive Vice President of Davis Holding Corporation, the managing member
of Davis Homes, LLC, and is a limited partner (with a 33% interest) of Davis Investments, L.P.,
which owns 99% of Davis Homes, LLC. |

ITEM 9. Use of a Solicitation of Interest Document

None
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OFFERING CIRCULAR

DAVIS HOMES, LLC
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240
(317) 595-2800

SERIES 2005 SUBORDINATED NOTES
$2,650,000 Minimum
$5,000,000 Maximum

Davis Homes, LLC (the “Company”) is offering a minimum of $2,650,000 arjd a
maximum of $5,000,000 in aggregate principal amount of Series 2005 Subordinated Notes, (the
“Notes”) with an interest rate of 9.5% and a maturity date of , 2015.

The Notes will bear interest from the date of issuance, payable semi-annually in arrears
on January 1 and July 1 of each year commencing on January 1, 2006 (for the period from the
date of issuance through December 31, 2005). The Notes will be issued only in denominations
of $1,000 and integral multiples thereof, subject to a minimum initial purchase of $5,000. The
Company will accept the tender of a maximum of $1,500,000 of its currently outstanding
subordinated notes which mature on June 30, 2006, as consideration for purchase of the Notes.

The Notes are redeemable at any time on or after July 1, 2006, at the option of the
Company, in whole or in part at 100% of the principal amount, together with accrued and unpaid
interest to the redemption date. The Notes do not provide for any sinking fund payments or
principal payments prior to maturity and have no conversion features.

The Notes will be subordinated to all Senior Indebtedness (as defined herein) of the
Company. As of June 30, 2005, after giving effect to the issuance of the Notes and the
application of the proceeds therefrom, assuming the sale of $2,650,000 in Notes, as described in
this Offering Circular, total Senior Indebtedness of the Company would have been
approximately $43.3 million. There is no limit on the amount of Senior Indebtedness the
Company may incur. See “Risk Factors” beginning on page 5 for a discussion of material
risks that should be considered in connection with the purchase of the Notes offered
hereby, and “Description of Notes--Subordination of the Notes.”

The Company has been advised by the Underwriter that it does not intend to make a
market in the Notes and the Notes will not be listed on any securities exchange or the NASDAQ
Stock Market. It is unlikely that an active public market for the Notes will develop or be
maintained after this Offering.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT
PASS UPON THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES
OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OFFERING
SELLING LITERATURE. THESE SECURITIES ARE OFFERED PURSUANT TO AN
EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER, THE
COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.




IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR
OWN EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE
NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECRETARY OF STATE OF ILLINOIS OR THE STATE OF ILLINOIS, NOR HAS
THE SECRETARY OF STATE OF ILLINOIS OR THE STATE OF ILLINOIS PASSED
UPON THE ACCURACY OR ADEQUACY OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Underwriting Proceeds to .
Price to Public Discounts and C 2
C . . 1 ompany
ommissions
Per Note $1,000 $75 $925
Total Minimum $2,650,000 $198,750 $2,451,250
Total Maximum $5,000,000 $375,000 $4,625,000

The Notes are offered by the Underwriter on a best efforts, minimum-maximum basis as
specified herein. If at least $2,650,000 in Notes are not sold within sixty (60) days of the date of
this Offering Circular, or such later date not to exceed thirty (30) days as the Company and
Underwriter may agree (the “Termination Date”), then this Offering will not be consummated.
Any Notes purchased by officers or directors of the Company will not be counted in determining
whether the Offering minimum has been satisfied. Pending the closing of the sale of the Notes,
all funds received from subscribers will be held in escrow by the Escrow Agent, Mainsource
Bank, Greensburg, Indiana. If this Offering is not consummated by the Termination Date,
subscribers’ funds will be returned promptly with a pro rata share of any net interest eamed
while in escrow. See “Plan of Distribution.”

INDIANA SECURITIES, LLC

Offering Circular Date: , 2005

! The Underwriting Commissions are equal to 5.5% of the aggregate principal amount of the Notes plus a
structuring fee earned at the rate of $20,000 per $1,000,000 of Notes sold.

? Before deducting expenses payable by the Company estimated at $108,600 (including up to $49, 000 in
Underwriter’s attorneys fees which the Company has agreed to reimburse to the Underwriter). ‘

OFFERING CIRCULAR — DAVIS HOMES, LLC ii 638336.9



TABLE OF CONTENTS
Offering Circular Sumrnary 1
The COMPANY .....cooiiiiieniiiiceiir ettt ettt st et eee s e e saeesat e sasneesanesaeenresmeessnaneiones |
The Offering ..ocueuvieereiiicrct e e 3
RISK FACLOTS .....vvvoeveeaveeaeseeeeevecseeseessessesesssesesessesssssssesssesssessmsessessesssesssssseaassessssssssssesssenesioiss 3
The Notes are Subordinate to all Senior Indebtedness .........coceeeevreeireviiennennnnenincneecien 3
The Company Incurs Substantial Indebtedness to Finance its Operation ..........ccecevvevvciiinenn 6
The Company’s Business is Affected by Changes in Economic Conditions ..........c.cccceveeeienn. 6
The Company’s Home Sales are Affected by the Availability of Mortgage Financing and
Fluctuating INtErest RALES .......cvveiiiiiiiiireniieeereeccn ettt ettt 6
The Company is Subject to Governmental Regulations and Environmental Controls............... 6
The Company Depends Upon Raw Materials and Labor, the Availability and Price of Which
FIUCLUALE. ...ttt sttt ettt e et et e s b an et s besaesbenaenee 7
The Company’s Business is Highly Competitive .........coccovveriiieiinieciinicienieeecinieveenns 7
The Company’s Operations are Concentrated in a Single Geographic Area...........ccccoeeeeueeen. w1
The Company is Not Required to Make any Payments to a Sinking Fund ........cc.ccccveennnnenn. 7
The Company May Not be Able to Satisfy its Repurchase or Payment Obligations Under the
INOEES .ttt et etk h e e bbbt r b ene 8
The Company is Dependent Upon the Davis Family .......ccccooceeiiiiiiiniiniinceiicecneecnne 8
There is No Assurance as to the Amount of Notes Which Will be Sold.........cccceovvieeniennnn. 8
Subscribers May Encounter Difficulties Reselling the NOtes .........ccccvveriieeiinerivenicnecnienens v 8
The COMPAIY ....ooviiiieiiiiiiei et st e s et sae s e e s resrssre bt e e st eseeneeneas 8
USE Of PTOCEEAS....cucuiviiiiiiiciitiitctc st 9
CPIALIZAON ..o isssessssss s ssssssssssss s sssass s S S s .10
Management’s Discussion and Analysis of Financial Condition 11
ANd ReSULLS OFf OPETATIONS ...veeiiecireiiieriereerii ettt rre et e e b e st ssee e sbessbee st e snnaenseessessnne 11
Backlog ...ccooiiiiiiiiii e eenesessseness 1]
Results Of OPETations.......coveeviiiieiiiieniiicintrti ettt st b s s ae e 12
Total Sales REVENUE......c.cc.ivueiiiiiicricet ettt et 13
HOmME SalES ClOSEA .....coeeiiiiiieiicti ettt esre s e me e e e e e e reeenie 13
GIOSS PrOfIt..ccviiiciieetiic ettt 13
Other Operating REVENUE ......ccciriiiiciiiericert ettt es b s sbeesresnasaesabesbessnans 14
Selling BXPEnses ..o 14
General and Administrative EXPENSES ......cciuirveriiiriiireeniiieirieretesireesneeseassneesseeseraesseesseeseneenns 15
Seasonality and Variability in Quarterly Results..........cccccooiiiiiieiiniicireeeeeee. 15
Ratio of Earnings t0 FIXed Charges .......cccocvcveverviecevriiiiccreeseesseieeeseessnesesesssesssesessssnsssssnns 13
Liquidity and Capital RESOUICES........cocerriirririeeriiiririenineeee e siesneeseseesereressesseceeeernsnenensis 10
INFLALION . ..ttt h e st bt es e s b s e a e 16
BUSITIESS +vvvvvvereeeeereseeeseseeeseeseeesseessseessssseseseeseesesssssaessesseesseasseseessereessssesessesensssesesseenesssssssonnsenis 17
DeSCription Of PIOPEITY ..c..cccveiiriiiieeieieerieet ettt et ssa e s a s .24
OFFERING CIRCULAR — DAvIs HOMES, LLC i 638336.9



MANAZEIMETI. ..ottt ettt et ae et e s e b bt et esbsenbe e s bt e reembesaeesbseneesreeneeas .. 24

Executive Officers and Managers.........coccvvieeeieinieinieecicrinininneesesieesisesssesssrsssseseesssessennnseies 24
Remuneration of Officers and DireCtors.......ccecvieniireeciinieniiieinieniinreneenre e sreeseesiesseseesies 20
Security Ownership of Management and Certain Securityholders........ccoceeevinecncncrnnniennn. 27
Certain TranSACLIONS ..ocicivvriiieeieniiiiiiireeee it eesesbreestss e sestbseaeeraeessssssessssssrasssrsessessssssrensesssessres 30
OPErating AQVANCES.......c.ccvreruireteririeerieienieresietettsaeesreeesesreseseeseesassesseseeseesessansessssessesnsseneeios S0
MaANAZEMIENt FEES ...cvvveverereeeereteiesiieeies ettt seesesbesesssrenebesessstesesessssesesesesenennsesss 30
Affiliated INVESIMENLS. .....cvvvreriiriieiiirieiies st S
OffiCe LEASE ...ttt e sneniee
DISITIDULIONS. ..ttt et e st st eesbeesaesssneesbaaesbaassssssesssssessseesnasssaesseniee 31
Affiliate TTAnSACHIONS ......cceiirieriiiieeeniireeies ettt raeete st st sea s e st esbenbesaeantsbassbsseansareeis 31
Description of the SUbordinated NOLES ....c...vvviireeeeciiiec e e e 32
GEMETAL...c.titeeieeri ettt ettt st et e e e s b e s at e st e et s eabe st tenae e eeenbaearessaenbeeatenbesanentons 32
Subordination Of the INOLES .....oovviiiieceeiiceecceee et e s srr s ssartessrneesneeesreies 32
Redemption at the Company’s OPLiOmL.......cceiiiiiiirriiiii e e 33
NO SINKINEZ FUNA..coiiii ettt s ens 33
Redemption at DEeath .......cccooiiiiiie et et 33
Debt Service Reserve FUNd........ooovveeiiieiiicrece et .33
Certain COVEMANES.......eeciiieerriieresteseeereestesetessersteaesseesesseesaesseasseessaesssasesessenneesseestesseesseneansens .33
EVEnts OFf DETaAUIL ....ccovvieciiiiiiiieccreee ettt rre e s e s s tr et sme e s aa e e e sabessneenrnen .35
Modification of the INAENLULE .....c...covviiiieieitce e e s b s re .. 36
Satisfaction and Discharge of INAENLULE...........cc.ouvvvvevievieeeiiieeiereee ettt eas e .37
DELBASANCE ... .vvrvvecrieiiieteeries st eers st s s e te s e e st e s be et e e eseesbaessbeaesbeeastssaseesaseebeeesbesneenreasees .37
Transfer Agent and REGISIIAT........ccccoviviviiiriin e e 37
Plan Of DiStrIDULION....ccveiuiiieeiecertineecereerte et eae et s e st ebesraes st et eeseesasaneeesrenseensesseshe 37
Validity Of the INOLES ....couveeiiiiieiiirterirte ettt sttt et e besen e ennesaas 39
Independent ACCOUNLANIS........coeiiieeiiieieeitieie et eesteesreseeebesrre e eessbtesrag e bneenbeseaseemeesineesaeesnasn 39
Additional INTOIMAtION .....ceviiieiiiieiiicerc et sre s sbessesreenesbesaeereae 39
GIOSSATY Of TRIIMS .ceiiiieiiiiiiiiii ittt et e et e st s s bt e e bt et resabb e e stbe e eatbaesnbseeentresanees .. 40
OFFERING CIRCULAR — DAVIS HOMES, LLC iv 638336.9



OFFERING CIRCULAR SUMMARY :
1
The following summary information is qualified in its entirety by the more detailed
information and consolidated financial statements (including the notes thereto) appearing
elsewhere in this Offering Circular. Prospective subscribers are urged to read this Offering
Circular in its entirety. |

The Company

The Company is a builder of single family homes in the Indianapolis, Indiana
metropolitan area. The Company also develops residential communities. Net of all cancellations
which occurred during the applicable period, the Company executed 485 new sales contracts
during the six (6) month period ended June 30, 2005, compared to 465 new sales contracts
during the six (6) month period ended June 30, 2004. The Company executed 874 new sales
contracts during the year ended December 31, 2004, and 821 new sales contracts during the year
ended December 31, 2003. The Company had a backlog of pending sales contracts for 458
homes at June 30, 2005, with an aggregate sales price of $77.3 million, compared to 397 homes
with an aggregate sales price of $66.3 million at December 31, 2004, and 546 homes with an
aggregate sales price of $87.7 million at December 31, 2003. Effective January 1, 2004, the
Company changed its method of determining sales and backlog by recognizing a new sale and
taking it into backlog only after any contingencies concerning the sale of the home presently
owned by the potential home purchaser had been released. If this more conservative
methodology had been used in 2003, the Company’s backlog at December 31, 2003, would have
been approximately 355 homes with an aggregate sales price of approximately $57.0 million.
The Company is actively selling homes in 27 communities in the greater Indianapolis area.

The Company has sold approximately 15,000 homes since its formation in 1985. Charles
R. Davis, the Company’s Chairman and Chief Executive Officer, began building homes in
Indiana over 50 years ago, and companies owned or managed by Mr. Davis have sold more than
22,500 homes throughout Indiana. The Company believes this long-standing presence has made
the Davis name widely recognized in the State of Indiana as a builder of quality homes. In 2004,
the Company delivered 1,023 homes in the Indianapolis area, making it one of the largest
homebuilders in the area.

The Company consolidates entities in which it has a significant ownership interest and
exercises management control. Accordingly, the summary consolidated financial statements and
the discussion of the financial condition and results of operations of the Company contained in
this Offering Document include the account of Davis Homes, LLC and its subsidiary operating
companies, including Davis Financial Services, LLC

OFFERING CIRCULAR — DAVIS HOMES, LLC 1 _ 638336.9




Consolidated Summary Financial Data
(in thousands)

Six Months Ended

Year Ended December 31 June 30 ;

2004 2003 2005 2004 |

Consolidated Statement of :
Operations 3

Total sales revenue $168,523 $157,748 $76,731 $68,225
Cost of sales 141,142 132,552 66,192 57.478
Gross Profit from Home Sales 27,381 25,196 10,539 M
Other operating revenue, net 122 819 619 755
Financial services operating revenue 1,652 1979 1,035 &5
Total Other Operating Revenue 1774 2,798 1,654 1,580
Gross Profit 29,155 27,994 12,193 12,327

Operating Expenses
Selling expenses 15,328 14,687 7,092 7,244
G&A expenses 7,258 7,501 3,140 3,055
Financial Services Expenses 1,541 1,664 769 785
Total Operating Expenses 24,127 23,852 11.001 _1_1,%
Income from Operations 5,028 4,142 1,192 1,243
Interest expense 1,065 938 1.177 ]ﬁ
Net income (loss) 3.963 3.204 15 5__§
Consolidated Balance Sheet December 31 June 30

2004 2003 2005 2004

Homes, land and construction in $62,810 $60,723 $64,219 $63,3501
progress ;
Total assets 77,315 77,354 79,535 82,115
Accounts payable 9,429 5,817 7,375 7,905 |
Notes payable and other obligations 48,911 52,234 55,449 55,083 .
Total members’ equity 14,024 13,700 12,209 12,763 .

OFFERING CIRCULAR — DAVIS HOMES, LLC 2 6383336.9




The Offering

Consideration for Purchase of Notes

Payment of Interest .......c..occecerervicnencrnncnennn.

INtereSt Rate vt eeeeeeenes

Redemption at the Company’s Option.............

A maximum of $5,000,000 of Notes wiIl be
sold. Notes will mature ‘

2015, and will bear interest from the date of
issuance. At least $2,650,000 in Notes must be
sold before this Offering will be consummated.

The Company will accept readily available
funds for purchase of the Notes. The
Company will also accept the tender of a
maximum of $1,500,000 of its currently
outstanding subordinated notes which mature
on June 30, 2006 (the *“2006 Notes”) as
consideration for purchase of the Notes. The
Company currently has $2,500,000 of the 2006
Notes outstanding and has been informed that
it is highly unlikely that more than $1, 500 000
of the 2006 Notes will be tendered.

Semi-annually on January 1 and July 1 of each
year, commencing January 1, 2006 (for the
period from date of issuance through
December 31, 2005). :

9.5% per annum

Redeemable at any time on or after July 1,
2006, at the option of the Company, subject to
specified limitations set forth herein, in whole
or in part, at 100% of the principal amount,
together with accrued interest. :

No sinking fund payments.

The Notes will be unsecured general
obligations of the Company and will be
subordinated in right of payment to all existing .
and future Senior Indebtedness, as defined in
the Indenture, of the Company. As of June 30,
2005, after giving effect to the issuance of the
Notes and the application of the net proceeds
therefrom, assuming the sale of $2,650,000 in
Notes, the Senior Indebtedness of the
Company would have been approximately
$43.3 million. There is no limit on the amount

OFFERING CIRCULAR — DAVIS HOMES, LLC
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Offer to PUrChase ....ovvvvveeeoreeeeeee e

Change of Control...........ccoeeevvveeenineceiencnees

Redemption on Death ..........cccocoinieiiinineninns

Debt Service Reserve Fund...........ooeevvvveeennnn.

Use of ProCeeds....c.cooeeemeeeeiieeeeee e

of Senior Indebtedness the Company hay
incur. See “Description of Notes--
Subordination of the Notes.”

The Company will be obligated to make an
offer to purchase Notes in certain
circumstances described  herein. See
“Description of Notes--Certain Covenants

Upon the occurrence of a Change of Control
(as defined), each holder of Notes will have the
option to cause the Company to repurchase
such holder’s Notes, in whole or in part, at
100% of the principal amount thereof, plus
accrued interest to the date of repurchase. See
“Description of Notes--Certain Covenants--
Offers to Purchase on Change of Control.”

Upon the death of a noteholder, Notes held by
the deceased noteholder may be tendered to the
Company for redemption at a price of par plus
accrued interest; however, the Company 'will
only be obligated to redeem up to $100,000 in
Notes pursuant to such requests during any
twelve-month period. See ‘“Description of
Notes--Redemption at Death.” ‘

The Company will create a debt service
reserve fund (the “Reserve Fund”) equal to
six (6) months interest on the Notes. :See
“Description of Notes--Debt Service Reserve
Fund.”

The Company intends to use the net proceeds
from the sale of the Notes for working capital
and to create the Reserve Fund. To the extent
any 2006 Notes are tendered, the outstanding
balance on the 2006 Notes will be reduced in
lieu of additional working capital. See “Use of
Proceeds.”

OFFERING CIRCULAR — DAVIS HOMES, LLC
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Certain Covenants.........c.cooveeiiieeenineeiienenncnns The Indenture under which the Notes will be
issued contains certain restrictive covenants
that will, among other things, limit  the
Company’s ability to make certain Restricted
Payments (as defined). The Indenture also
restricts the Company’s ability to consolidate
or merge with or into, or transfer all or
substantially all of its assets to, another pérson
and requires the Company in certain
circumstances to make an offer to purchase
Notes at 100% of the principal amount plus
accrued interest.  These restrictions 'and
requirements are subject to a number of
important qualifications and exceptions. See
“Description of Notes--Certain Covenants.”

Risk Factors .....ccoccvvvevviiciiiiciiiiiecsieecieeen, An investment in the Notes involves a
significant degree of risk. The Notes are
unsecured general obligations of the Company,
are subordinate in right of payment to all
existing and future Senior Indebtedness, which
is not limited in amount, and do not contain
provisions for sinking fund payments. See
“Risk Factors” for a discussion of material
risks that should be considered in connection
with an investment in the Notes. ‘

RISK FACTORS

In analyzing this offering, prospective subscribers should carefully consider certain risks
entailed in an investment in the Notes as set forth below, as well as the other information
contained in this Offering Circular.

The Notes are Subordinate to all Senior Indebtedness

The payment of principal and interest on the Notes will be unsecured general obligations
of the Company, subordinated in right of payment to all present and future Senior Indebtedness
of the Company. Senior Indebtedness is defined generally in the Indenture to include
indebtedness created, incurred, assumed or guaranteed by the Company for money borrowed
other than (i) the Notes, (ii) indebtedness of the Company to any of its Insiders, as defined in the
Indenture, (iii) indebtedness of the Company to any of its subsidiaries (or from one subsidiary to
another), (iv) $5 million of subordinated notes issued in 2001 with maturities of June 30, 2006
and 2008, (v) $5 million of subordinated notes issued in 2003 with maturity of April 15, 2011 or
(vi) indebtedness for amounts owed for goods, materials or services purchased in the ordinary
course of business. There is no limitation on the amount of Senior Indebtedness which the
Company may incur. See “Description of Notes--Subordination of the Notes.”
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The Company Incurs Substantial Indebtedness to Finance its Operation

The building industry is capital intensive and often involves significant up-front
expenditures including the cost of acquiring land. To fund its ongoing operations, the Company
has used cash flow from operations, bank borrowings, limited partnership syndication proceeds,
the issuance of first mortgage bonds and the issuance of subordinated notes. As of June 30,
2005, the Company had members’ equity of approximately $12 million and total indebtedness of
approximately $55 million, which is secured by substantially all of the Company’s assets. The
Company’s business and earnings are substantially dependent on its continuing ability to obtain
bank or other financing on acceptable terms. Lenders generally require substantial equity
commitments by borrowers in connection with loans secured by real estate. Additionally, such
loans generally contain restrictive covenants related to the Company’s operations. Although the
Company believes that cash flow from operations and the Company’s ability to borrow from
various lenders will provide adequate cash to satisfy the Company’s capital requirements for the
foreseeable future, there can be no assurance that additional sources of financing will not be
required or that, if required, such financing will be available on terms acceptable to the
Company. See “Management’s Discussion and Analysis of Financial Condition and Results
of Operations--Liquidity and Capital Resources.”

The Company’s Business is Affected by Changes in Economic Conditions

The home-building industry is cyclical and is significantly affected by changes in general
and local economic conditions such as interest rates, employment levels, consumer confidence
and income and availability of financing, as well as changes in government regulation.
Homebuilders such as the Company also are subject to various risks including conditions of
supply and demand in local markets, availability and cost of land, materials and labor, adverse
weather conditions, delays in construction schedules caused by strikes and other factors not
within a builder’s control, the government approval and permit process, the effects of
moratoriums and environmental controls and increases in real estate taxes and other local
government fees. :

The Company’s Home Sales are Affected by the Availability of Mortgage Financing an&
Fluctuating Interest Rates

The Company’s business depends in part upon the availability and cost of mortgage
financing. The Company believes that the availability of Federal Housing Administration
(“FHA”) and Veterans Administration (“VA”) mortgage financing is an important factor in
selling its homes. Any limitations or restrictions on the availability of mortgage financing could
adversely affect the Company’s operations. Housing demand is also affected by mortgage
interest rate levels. The Company believes that its sales have benefited from lower rates in
recent years. If mortgage interest rates increase significantly, the number of homes sold and the
Company’s results of operations may be adversely impacted. See “Business--Customer
Financing.” :

The Company is Subject to Governmental Regulations and Environmental Controls

The Company’s home building operations are subject to federal, state and local statutes
and rules regulating environmental and developmental matters, wetland preservation, zoning,
building design and density requirements. These requirements can limit the number of homes
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built within a particular community and can delay the progress of developing a particijlar
community.

The Company must obtain numerous government approvals, licenses, permits and
agreements before it can begin development and construction. In addition, the continued
effectiveness of permits already granted is subject to factors such as changes in policies, rules
and regulations and their interpretation and application. Such regulation affects construction
activities and may result in delays or cause the Company to incur substantial compliance costs.

The Company may be subject to additional costs or delays or may be precluded entirely
from developing its communities because of government regulations that could be imposed in
the future due to unforeseen health, safety, welfare or environmental concerns. Environmental
regulations can also have an adverse impact on the availability and price of certain raw materials
such as lumber. See “Business--Government Regulation and Environmental Matters” and
“Land Acquisition and Development.”

The Company Depends Upon Raw Materials and Labor, the Availability and Price of
Which Fluctuate

Although the principal raw materials used in the home-building industry, including
lumber, drywall, brick and concrete, generally are available from a variety of sources, those
materials are subject to periodic shortages and price fluctuations. This volatility may adversely
affect profitability to the extent that any increases in material costs cannot be offset by
corresponding home price increases. See “Business--Construction.” While labor shortages
have not had a material effect on the Company’s operations, there is no assurance that such
shortages will not adversely affect the Company in the future.

The Company’s Business is Highly Competitive

Homebuilders compete for desirable properties, financing, raw materials and skilled
labor. The Company competes for home sales with national, regional and local homebuilders,
individual resales of existing homes and condominiums and available rental housing. Most of
the Company’s competitors have greater financial and other resources than the Company.  See
“Business--Competition.”

The Company’s Operations are Concentrated in a Single Geographic Area

The Company’s operations are currently concentrated in the Indianapolis metropolitan
area. Because of this lack of geographic diversification, adverse general economic, weather or
home-building conditions in the Indianapolis market could have a material adverse impact on the
Company.

The Company is Not Required to Make any Payments to a Sinking Fund

No principal payments are due with respect to the Notes prior to their maturity nor is
there any requirement for the Company to make payments to a sinking fund or otherwise
periodically set-aside funds for the retirement of the Notes, other than the Fund. Retirement of
the Notes will, therefore, be dependent upon the Company generating sufficient excess cash flow
or obtaining other financing at the time the Notes mature, neither of which can be assured. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”
and “Description of Notes.” ‘
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The Company May Not be Able to Satisfy its Repurchase or Payment Obligations Under
the Notes

While the Indenture contains certain covenants which obligate the Company to
repurchase or offer to repurchase the Notes upon the occurrence of certain events, there can be
no assurance that the Company will have sufficient funds available at any given time to
discharge such obligations. Further, the ability of the Trustee or holders of the Notes to effect
collection should an Event of Default occur will be adversely affected by the subordmatlon
provisions of the Indenture and the existence of substantial Senior Indebtedness, as well as other
indebtedness of the Company. See “Capitalization,” “Management’s Discussion and Analysis
of Financial Condition and Results of Operation--Liquidity and Capital Resources” and
“Description of Notes.” |

The Company is Dependent Upon the Davis Family

The Company’s success is highly dependent upon the performance of its senior
management consisting of Charles R. Davis, C. Richard Davis, Bradley C. Davis and Michael B.
Davis (the “Davis Family”). See “Management.” The Company does not have “key-man”
insurance for or employment agreements with any of its senior management. The loss of key
personnel or an inability to attract, retain and motivate key personnel could have a material
adverse effect on the Company’s business. :

There is No Assurance as to the Amount of Notes Which Will be Sold

This Offering is being made on a best efforts, minimum-maximum basis by the
Underwriter as agent for and at the risk of the Company. Accordingly, there can be no assurance
that all or any portion of the Notes will be sold. All proceeds from subscribers will be deposited
into an escrow account and should the minimum amount of Notes not be sold by the Termination
Date, subscribers will lose the use of their funds up to the Termination Date. See “Plan of
Distribution.”

Subscribers May Encounter Difficulties Reselling the Notes

The Notes are being offered for sale only in Indiana and certain additional selected states.
Only subscribers residing in those states may purchase the Notes. Further, the Notes will not be
listed with any securities exchange or with the NASDAQ Stock Market. Accordingly, it is
unlikely that there will be an active secondary market for the Notes. The absence of such a
market will render it difficult for a holder to resell the Notes, or a holder may be able to do S0
only at discounted prices.

THE COMPANY

The Company is a builder of single family homes in the Indianapolis, Indiana
metropolitan area which primarily consists of Marion and the surrounding counties. The
Company also develops residential communities. The Company offers high-quality homes,
many with custom features, designed principally for First Time Homebuyers and First: and
Second Time Move-up Buyers (see “Glossary of Terms”). The Company’s homes range in size
from approximately 1,400 to 3,800 square feet and range in price from approximately $110,000
to over $325,000.

OFFERING CIRCULAR —DAVIS HOMES, LLC 8 638336.9




The Company also originates and brokers residential mortgages, primarily for homes sold
to the Company’s customers, generating income from yield spread premiums. The Company
also previously developed and managed apartment communities, but ceased development
activity in approximately 2002. The Company continues to manage apartment communities.

Unless the context indicates otherwise, as used in this Offering Circular the “Company”
refers to Davis Homes, LLC, and its wholly owned subsidiaries (i) Davis Financial Services,
LLC, d/b/a Davis Mortgage Services, (ii) Davis Wholesale, LLC, (iii) Home Guaranty Company,
LLC, (iv) Centennial Management, LLC, (v) Davis Land Development, LLC, (vi) First Fidelity
& Guaranty Co., Inc., and (vii) Davis Realty, Inc. For additional information regarding the
ownership and management of the Company and each of its subsidiaries, see “Security
Ownership of Management and Certain Security Owners.”

Additionally, the Company is affiliated with several limited partnerships formed to own
and manage apartment communities which were developed by the Company, including Autumn
Chase Apartments, L.P., Hanna Village Apartments, L.P., Cedar Ridge Associates, L.P., Fort
Harrison Housing, L.P., Creekside Square Apartments, L.P., Creekside Square Apartments II,
L.P. and Crooked Creek Associates, L.P. Finally, the Company is affiliated with two entities,
White River Associates, L.P. and White River Associates, Inc., each of which was formed to
purchase and own an office building that has been leased in part to the Company for its office
space. See “Certain Transactions.” For additional information regarding the ownership:and
management of each affiliated limited partnershlp or other entity, see “Security Ownershlp of
Management and Certain Security Owners.”

The Company’s principal executive offices are located at 3755 East 82nd Street, Suite
120, Indianapolis, Indiana 46240, and its telephone number is (317) 595-2800.

USE OF PROCEEDS

The net proceeds to the Company from the sale of the Notes offered hereby after
deducting underwriting commissions, structuring fees and expenses payable by the Company
(“Offering Expenses”), are estimated to be approximately $2.2 million if the minimum amount
of Notes is sold and $4.3 million if the maximum amount of Notes is sold.

The Company will use $125,875 at the minimum, and $237,500 at the maximum to
create the Debt Reserve Fund as required by the Indenture. The Company intends to use the
remainder of the net proceeds for working capital by temporarily paying down in part its primary
construction (working capital) line of credit, which line will remain available for future draws.
This line was entered into on November 30, 2004, and is subject to annual renewal. The annual
interest rate on the line is the prime rate (6.5% at August 22, 2005) minus .25%. At June 30,
2005, the total balance outstanding on this construction line was approximately $27.9 million.

To the extent any 2006 Notes are tendered as consideration for purchase of the Notes, the
tender of the 2006 Notes will result in a reduction of the outstanding balance of those notes. : The
reduction in the outstanding balance of the 2006 Notes will reduce the pay down of the
construction line of credit in an amount identical to the amount of 2006 Notes tendered. ‘
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The following table summarizes the anticipated use of proceeds from this Offeﬁng,
assuming sale of both the minimum and maximum amounts and the order in which those
proceeds will be applied: ‘

Minimum Maximum
Underwriting Commissions, Structuring Fees and |
Offering EXPenses......ccoueverveeriirienninnesreereenesnesenanns $307,350 $483,600
Debt Service Reserve Fund.......cocveoveveeeveeeeereeserenns 125,875 237,500
Reduce Outstanding Borrowings ..........cocceevnneennnnane 2,216,775 4,278,900
Total $2,650,000 $5,000,000

CAPITALIZATION

The following sets forth, at June 30, 2005, the consolidated capitalization of the
Company and the pro forma capitalization of the Company, as adjusted, to give effect to this
Offering, assuming sale of only the minimum amount and the anticipated use of the proceeds
from this Offering. See “Use of Proceeds.”

As of June 30, 2005 Asﬁ.‘”.“s‘ed for
mimum

(in thousands)

Notes payable and other debt (excluding $45,474 $43,257
subordinated notes due June 30, 2006, -
June 30, 2008 and April 15, 2011)

Subordinated notes due June 30, 2006 2,500 2,500
Subordinated notes due June 30, 2008 2,500 2,500
Subordinated notes due April 15, 2011 5,000 5,000
Subordinated notes offered hereby 0 2,650
Total debt $55.474 $55.907
Accumulated equity
Members’ Equity 12,209 12,209
Total capitalization $67.683 68.116

? Pro forma capitalization of the Company based on estimated proceeds of Offering of $2,342,650, which assumes
the sale of $2,650,000 of Notes.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS |

Backlog |

The Company’s homes are offered for sale in advance of their construction, except for a
limited program under which the Company generally builds two or three speculative homes per
community to market to buyers who need a home to be available immediately (such as buyers
relocating from another area). To date, most of the Company’s homes have been sold pursuant
to standard sales contracts entered into prior to commencement of construction. Upon execution
of the sales contact, receipt of an initial deposit and satisfaction of any contingency concerning
the sale of an existing home owned by the purchaser, the home sale is included in backlog and
construction costs thereafter incurred are included in homes, land and construction in progress in
the Company’s financial statements. The sales contract is cancelable upon forfeiture of deposit,
or, in some cases, without forfeiture due to the customer’s inability to obtain a permanent
financing commitment. The Company recognizes revenue and earnings on home sales at closing
(upon completion of the home), when title to the home passes to the buyer.

The following table lists the number of new sales contracts (net of cancellations) and the
number of home sales closed for the periods indicated and the number of homes in backlog and
the aggregate sales value of backlog at the dates indicated. :

12 Month Period Ended 6 Month Period Endedi

December 31 June 30
2004 2003 2005 2004
Sales contracts (net of 874 821 485 465
cancellations)
Home sales closed 1,023 1,002 424 418
Backlog at end of period 397 355 458 593

Aggregate sales value of backlog $66.3 million $57.0 million* $77.3 million $94.6 million

*Adjusted to reflect the January 1, 2004, implementation of the Company’s new methodology for countmg‘sales
and backlog. Numbers are based on estimates which are believed to be reasonably accurate. (See Offermg
Circular Summary—The Company ).

The Company’s backlog of homes (sales contracts) increased to 458 at June 30, 20035, as
compared to 397 at December 31, 2004. The Company’s backlog at June 30, 2005, was less than
it was as of June 30, 2004, because, as of June 30, 2004, there were still sales included in
backlog that were initially written subject to the contingency of the sale of the existing home
owned by the purchaser. Effective January 1, 2004, the Company changed its method of
determining sales and backlog by recognizing a new sale and taking it in to backlog only after
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any contingencies concerning the sale of the home presently owned by the potential home
purchaser had been released. Accordingly, as of June 30, 2005, the Company’s backlog did not
include any sales still contingent on the sale of the customer’s existing home, although some
such sales with such contingencies were included in the June 30, 2004, backlog. New sales
contracts for the six month periods ended June 30, 2005, and 2004 were 485 and 465,
respectively. This reflects increased demand (increased sales orders) in the Indianapolis market
for new home construction, and a decrease in the Company’s cancellation rate resulting from a
smaller portion of the Company’s total sales being made to First Time Home Buyers who
typically have more difficulty obtaining mortgage financing. (See Glossary of Terms.)

Results of Operations

The following table presents, for the periods indicated, the percentage of the Compahy’s
total sales revenue represented by each income statement line item presented. f

12 Month Period Ended 6 Month Period Ended

December 31 June 30

2004 2003 2005 2004
Home sales 100% 100% 100% 100%
Cost of sales 83.8 84.0 86.3 84.3
Gross profit from home 16.2 16.0 13.7 15.7
sales
Other operating revenue 0.1 0.5 0.8 1.1
Financial services 1.0 1.3 14 1.2
operating revenue
Total other operating 1.1 1.8 2.2 23
revenue
Gross profit 17.3% 17.8% 15.9% 18.0%

The following table presents, for the periods indicated, the percentage of the Company’s
total revenue represented by each income statement line item presented. Total revenue for each
period is equal to total sales revenue plus other operating revenue.
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12 Month Period Ended 6 Month Period Endedi

December 31 June 30
2004 2003 2005 2004
Selling Expenses 9.1% 9.3% 9.2% 10.6%
General and administrative expenses 4.3 4.8 4.1 4.5
Financial Service Expenses 0.9 1.1 1.0 1.1
Income from operations 3.0 2.6 1.6 1.8
Interest expense 0.6 0.6 1.5 1.1 .

Net income 2.4% 2.0% 0.1% 0.7%

Total Sales Revenue

The Company’s total sales revenue in 2004 was approximately $170.3 million; an
increase of approximately $9.8 million, or 6.1%, from total sales revenue of approximately
$160.5 million in 2003. The Company’s total sales revenue for the six months ended June 30,
2005, was approximately $78.4 million, an increase of approximately $8.6 million, or 12.3%,
from total sales revenue of approximately $69.8 million for the six months ended June 30, 2004.

Home Sales Closed

The Company’s revenue from home sales closed in 2004 was approximately $168.5
million, an increase of approximately $10.8 million, or 6.8%, from revenue from home sales
closed of approximately $157.7 million in 2003. The Company’s revenue from home sales
closed for the six months ended June 30, 2005 was approximately $76.7 million, an increase of
approximately $8.5 million, or 12.5%, from revenue from home sales closed of approximately
$68.2 million for the six months ended June 30, 2003. The Company closed 1,023 homes in
2004 compared to 1,002 homes closed in 2003. The Company closed 424 homes for the six
months ended June 30, 2005, compared to 418 homes closed for the six months ended June 30,
2004. There is typically a six-month period between the time the Company enters into a sales
contract for a new home and the time the Company delivers and closes on the sale of the home.
Accordingly, the increased homes closed in each comparable period reflects the strong market in
Indianapolis for new homes through 2004, which was based in part on low mortgage rates.

Gross Profit

Gross profit from home sales is equal to total sales revenue minus cost of sales. The
variable component of cost of sales includes land acquisition costs, development costs and
construction costs. The fixed component of cost of sales includes direct overhead, job oversight
supervision, customer service, warranty costs and interest and property taxes on lots:and
construction in process, all of which are capitalized as cost of sales. See Note 1 of Notes to
Consolidated Financial Statements.

Gross profit from home sales in 2004 was approximately $27.3 million, an increase of
approximately $2.1 million from gross profit of approximately $25.2 million in 2003. Gross
profit as a percentage of total sales revenue increased from 16.0% in 2003 to 16.2% in 2004 due
to lower interest costs and generally fixed overhead construction costs being spread over a higher
sales volume in 2004. ‘
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Gross profit from home sales for the six months ended June 30, 2005 was approximately
$10.5 million, a decrease of $0.2 million from gross profit from home sales of approximately
$10.7 million for the six months ended June 30, 2004. Gross profit as a percentage of total sales
revenue decreased from 15.7% for the six months ended June 30, 2004, to 13.7% for the six
months ended June 30, 2005. The decrease in gross profit from home sales is primarily the result
of the Company having to make relatively larger sales concessions in late 2004 to maintain
market share, an increase in the proportion of the Company’s homes built on lots developed by
outside developers (which carry higher costs than lots developed internally by the Company),
and higher effective interest rates charged in 2005 on the Company’s construction lines.

Other Operating Revenue

Other operating revenue includes fees received for the performance of accounting and
property management services for apartment communities owned by a related party or owned by
partnerships in which the Company serves as the general partner. Other operating revenue was
approximately $122,000 and $819,000 in 2004 and 2003, respectively. The decrease from 2004
to 2003 was primarily due to the write off in 2004 of nonperforming fixed assets including
obsolete furniture previously used in the Company’s model home sales centers. Financial
services operating revenue includes yield spread premiums on mortgages originated. Financial
services revenue decreased in 2004 to $1.7 million from $2.0 million in 2003. This decrease was
primarily the result of a decrease in the mortgage company’s “capture rate” (i.e., the percentage
of the Company’s purchasers who obtain their financing through Davis Financial Services),
which, in turn, was caused by turnover among the mortgage company’s loan officers. Financial
services operating revenue for the six months ended June 30, 2005, increased to $1.0 million
compared to $0.8 million for the same period in 2004. The increase was primarily the result of
the mortgage company increasing its capture rate after its staffing of loan officers was stabilized.
During the six months ended June 30, 2005, Davis Financial Services closed 221 loans compared
to 179 loans closed in 2004.

Selling Expenses

|

Selling expenses include advertising, sales commissions, maintenance of model homes,
payroll and amortization of sales and development costs. Certain expenses, such as sales
commissions and realtor fees, were generally based on sales prices of closed homes and thus
remain relatively constant as a percentage of total revenue. Other expenses, such as advertising
costs and model home maintenance, may be significantly influenced in any given period by the
number of grand openings or special promotions and the number of communities in Wthh the
Company is operating in that period.

Selling expenses were approximately $15.3 million in 2004, compared to selling
expenses of approximately $14.7 million in 2003. Selling expenses as a percentage of total
revenue was 9.1% for 2004 compared to 9.3% for 2003. Selling expenses for the six months
ended June 30, 2005, were approximately $7.1 million, compared to selling expenses of
approximately $7.2 million for the six months ended June 30, 2004. Selling expenses as a
percentage of total revenue was 9.2% for the six months ended June 30, 2005, compared to
10.6% for the six months ended June 30, 2004. The decreases in selling expenses are primarily
the result of higher expenses in the prior periods associated with creating a new logo for the
Company and related new sales and marketing collateral. Also, revenue during the later periods
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was higher than for the prior period and, accordingly, the fixed component of selling expenses
was spread over a larger number. See “Business — Marketing and Sales.”

General and Administrative Expenses

General and administrative expenses primarily include salaries, bonuses, office and other
administrative costs. General and administrative expenses were approximately $7.3 million in
2004, a decrease of approximately $.2 million from general and administrative expenses of
approximately $7.5 million in 2003. General and administrative expenses as a percentage of
total revenue decreased to 4.3% in 2004 from 4.8% in 2003, primarily due to higher total
revenue and generally fixed administrative expenses. ‘

General and administrative expenses were approximately $3.1 million for the six months
ended June 30, 2005, a decrease of approximately $.1 million from the general and
administrative expenses of approximately $3.1 million for the six months ended June 30, 2004.
General and administrative expenses as a percentage of total revenue was 4.1% for the six
months ended June 30, 2005 compared to 4.5% for the six months ended June 30, 2004.

Seasonality and Variability in Quarterly Results

The Company has experienced, and expects to continue to experience, seasonality in
home sales in each community. Generally, in each community the receipt of sales contracts is
highest during the first six (6) months of the year. Related closings for home sales in each
community peak in the last six (6) months of the calendar year, as homes contracted for purchase
earlier in the year are delivered. Management believes that this seasonality reflects both the
tendency of buyers to shop for new homes in the spring with the goal of closing in the fall or
winter, as well as the scheduling of construction to accommodate winter weather conditions. -

Ratio of Earnings to Fixed Charges

The ratio of earnings to fixed charges has been calculated by dividing the Company’s
fixed charges (interest expense, capitalized interest, amortization of debt issuance costs and the
portion of rental expense which is deemed to be representative of the interest factor) into the total
of net income, plus fixed charges (for purposes of adjusting net income, amortization of
previously capitalized interest is used in place of interest capitalized during the period). The pro
forma ratio of earnings to fixed charges is based on historical data, as adjusted to give effect to
the application of the minimum and maximum net proceeds, as described in “Use of Proceeds,”
to replace existing interest bearing debt (and the associated increase in interest costs, assuming
an interest rate of 9.5% on Notes, after giving effect to capitalized interest) and the add1t1ona1
amortization of the associated debt issuance costs.

Year Ended 6 Month Period Ended

December 31 June 30
2004 2003 2005 2004
Ratio of earnings to fixed charges 2.13 1.21 1.80 1.28
Pro forma ratio of earnings to fixed charges:
Minimum 2.12 1.21 1.79 1.28
Maximum 2.10 1.21 1.77 1.27
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Liquidity and Capital Resources |

To fund its ongoing operations, the Company’s primary sources of cash flow have been
operations, bank borrowings, limited partnership syndications, the issuance of first mortgage
bonds, and the issuance of subordinated notes.

The Company obtains its land acquisition and development funding on a project-by-
project basis. Land acquisition and development loans are secured by the related project’s real
property. The annual interest rate on each of these loans ranges from the prime rate minus .25%
to prime plus .50%. These loans are scheduled to mature at various times through June 30, 2008.
The loan agreements contain customary representations and covenants, including loan to value
limitations and limitations on the maximum principal amount that can be outstanding at any
time.

The Company’s current construction loans are revolving credit arrangements provided by
established commercial lenders in the Indianapolis area. These loans are secured by the homes
under construction. The Company draws down available funds from these credit facilities from
time to time throughout the construction process, generally up to 80% of the value of the new
home. The credit facilities are repaid in the normal course of business as each home closes with
the amount of the repayment equal to one hundred percent (100%) of the construction loan
attributable to that home. The annual interest rate on these credit facilities is the prime rate
minus .25%, and these loans are scheduled to mature in November 30, 2005, and November 30,
2006. The loan agreements contain customary representations and covenants, including
limitations on the maximum principal amount that can be outstanding at any time and limits on
the number of speculative and model homes at any one time.

Due to it’s increasing involvement with third party developers, from which the Company
is obligated to purchase developed lots per community specific option agreements, the Company
has entered into a facility with an established Indianapolis commercial lender to finance up to $5
million of lot inventory. As of June 30, 2005, the outstanding balance on this facility was $2.6
million.

At June 30, 2005, the Company’s total third-party indebtedness amounted to
approximately $55.4 million, of which $27.9 million was comprised of construction loans, $14
million was comprised of land acquisition and development loans, $9.9 million was subordinated
debt, and $3.6 million was indebtedness incurred to finance the purchase of the Company’s
building materials warehouse facility and to maintain the inventory located at that facility. (See
“Description of Property - Facilities.”)

The Company has no planned extraordinary capital expenditures or future material
funding requirements outside the normal course of business. Consistent with the historical
results of the Company, current obligations will be funded through ongoing operations, including
proceeds of future home closings, borrowings under its available credit facilities, and the net
proceeds of the Offering. The Company believes these funding sources will provide adequate
cash to satisfy the necessary capital requirements and backlog of homes to be sold for the
foreseeable future.

Inflation

The Company, as well as the home-building industry in general, may be adversely
affected by periods of high inflation, primarily because of higher land acquisition, land
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development, construction and interest costs. In addition, higher mortgage interest rates may
have an adverse impact on the affordability of permanent mortgage financing to prospective
purchasers. The Company attempts to pass through to its buyers any increases in its costs
through increased sales prices and, to date, inflation has not had a material adverse effect on the
Company’s results of operations. However, there is no assurance that inflation will not have a
material adverse impact on the Company’s future results of operations. j

BUSINESS

The Company is a builder of single family homes' in the Indianapolis, Indiana
metropolitan area, which includes Marion and surrounding counties. The Company believes: that
it is able to deliver consistent quality at affordable prices because of its depth of management
experience, vertically integrated operations and responsweness to customer desires. The' key
elements of the Company’s strategy are: ‘

Customer-Driven Marketing. Management believes that the Company has been able to
achieve a high level of customer satisfaction and loyalty by consistently delivering quality
construction and popular designs and amenities geared to the preferences of its targeted
homebuyers. The Company’s current product offering provides distinct floor plans, designs,
specification levels, and degrees of customization geared to specific target buyer profiles.
Management continually monitors customer preferences based on market research, focus groups
and reports from sales personnel, and the Company updates the home designs and features
offered in response to preferences expressed by its customers. The Company trains its sales
personnel to direct customers to the appropriate home collections based upon pre- quahflcatlon
information obtained during the initial customer interview in the sales office.

Customization of Home Designs. The Company is prepared to customize its designs to
meet the individual preferences and tastes of homebuyers. Upon request, the Company will
make a variety of modifications that are important to the homebuyer. Such modifications might
include changes to dimensions, floor plans, exterior and interior finish materials, fixtures and
appliances. The Company is able to offer this level of customization while maintaining the
efficiencies of a volume builder, which management believes provides the Company w1th a
competitive advantage in its target market.

Integrated Operations. The Company’s vertically integrated operations generate
operating efficiencies and enhance profitability. For communities it develops, the Company
relies on the substantial land acquisition and development experience of its management team to
acquire unimproved land in Indiana locations where management perceives buyer demand. As
its own general contractor, the Company selects subcontractors with which it has substantial
experience and which comply with the Company’s strict quality standards. Management
believes that the Company’s Indianapolis building materials warehouse helps it control the
availability and cost of lumber and other materials. The Company trains its sales staff to
communicate the distinct features of each of the Company’s home collections to potential
customers, and the Company’s mortgage subsidiary provides added convenience and value to
homebuyers by offering “one-stop” financing of home purchases.

Strict Cost Controls. The Company strictly controls the cost of developing its
communities by: (i) utilizing its internal land development staff to develop a significant
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percentage of its lots; (ii) pricing its homes at competitive levels in order to sell out its
communities quickly; (iii) adhering to strict construction schedules; and (iv) obtaining favorable
pricing on construction materials from its suppliers and labor from its subcontractors as a result
of long-standing relationships and its position as a leading homebuilder in the Indianapolis area.

The Company intends to focus its future operations on: (i) continuing to open new
communities in the Indianapolis area; (ii) improving operating efficiencies to reduce costs and
enhance earnings; and (iii) achieving higher margins by improving marketing and advertising
and increasing training of its sales consultants to sell its homes at higher relative prices. The
Company is not currently considering any expansions through merger or acquisition or
expansion into different marketplaces; rather, the Company intends to continue its incremental
growth within its current marketplace.

Land Acquisition and Development. The Company both develops land for its own use
and purchases finished lots from other developers. The Company selects land for development
or lots to acquire based upon a variety of factors, including (i) demographic and marketing
studies; (ii) proximity to concentrated job markets, quality school districts, retail centers and
local traffic corridors; (iii) infrastructure requirements for grading, drainage, utilities, sanitary
and storm sewers and streets; (iv) competition for the proposed community; (v) ability to obtain
zoning, platting and other government approvals; and (vi) projected profitability of the project.

The Company seeks to minimize the risks associated with developing land by, whenever
possible, controlling desirable land through the use of options and other non-recourse contractual
arrangements that allow the Company to delay payment until it has received the necessary
government approvals and is prepared to begin site development.

After control of a parcel of raw land has been obtained, the Company’s development staff
oversees the preparation of preliminary and final plans for the .community, providing for
infrastructure, wetland preservation, recreational facilities and open space. Once preliminary
plans have been prepared, the Company must obtain numerous government approvals, licenses,
permits and agreements before it can begin development and construction. For a description of
the government approval and permit process, see “Government Regulation and
Environmental Matters.” |

Within each development, the Company seeks to create a sense of community through
the formation of a homeowners association to oversee the management and maintenance of the
community’s common areas through the use of cul-de-sacs, lakes and recreation and playground
areas and by developing creatively landscaped common areas. The Company also incorporates a
variety of complementary front elevations and architectural designs in its communities. The
Company seeks to create continuity within each community by coordinating the exterior colors
and trim of neighboring homes. The homes offered in a particular community depend upon
many factors including the housing alternatives generally available in the area, the needs of the
target buyers in the community and the Company’s cost per lot in the community. ‘

In many communities, the Company acquires its finished lots from other independent
land developers. The Company will generally enter into an agreement with the developer
pursuant to which the Company agrees to purchase a specified number of lots per month or per
quarter. The Company is generally required to provide an initial cash deposit or letter of credit
that generally constitutes the developer’s sole remedy in the event of a default by the Company.
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In this way the Company is able to secure access to attractive communities without taking on all
the risks of developing the communities internally.

Home Design. In most of its communities, the Company offers homebuyers a choice of
homes from one or more of three distinct collections, each of which offers a variety of ﬂoor
plans, exterior elevations and features targeted to a specific buyer profile.

» The Classic Collection contains nine ranch and two-story floor plans ranging from
1,436 to 3,400 square feet and is designed primarily for First Time Home Buyers. :

* The Best Collection contains nine ranch and two-story floor plans ranging from 1,671 to
3,731 square feet and is designed primarily for First Time Move-up Buyers.

» The Legacy Collection contains fifteen ranch and two-story floor plans ranging from
1,846 to 3,786 square feet and is designed primarily for Second Time Move-up Buyers.

The Company is presently in the process of designing two additional collections of
homes, including a Duplex Collection of low maintenance paired patio homes designed primarily
for Empty Nesters and a Platinum Collection of larger more expensive homes designed prlmarlly
for affluent Second Time Move-up buyers.

The Company continuously reviews customer preferences and reports from its sales
personnel to ensure that its home designs and features address the preferences of its targeted
customers. The Company closely monitors the designs and features chosen by buyers of its
homes as well as those offered by competitors in its markets and by homebuilders in other
markets. The Company’s architectural team and in-house draftsmen use this information in a
continuing effort to make the Company’s home designs more attractive to homebuyers.

Management believes that the Company has been able to achieve a high level of customer
satisfaction and loyalty by customizing its homes to meet customer preferences. The Company
emphasizes its willingness to customize in its sales efforts. The Company’s architectural staff
uses a computer-assisted design system to determine quickly the cost and feasibility of
customization. If the customization is economically feasible and the customer is willing to pay
for the additional cost, the design is customized to suit the customer’s request. In this way, the
Company is able to satisfy its customers while maintaining the efficiencies of a hlgh-volume
builder.

Construction. The Company acts as the general contractor for the development and
construction of its communities. The Company employs full-time construction superintendents,
each of whom supervises construction within two to three communities at a time, depending on
the size of the communities. Each superintendent is responsible for coordinating the activities of
the subcontractors, suppliers and building inspectors and for ensuring that the homes conform to
the Company’s quality control standards.

Subcontractors typically are retained on a community-by-community basis to complete
construction at a fixed price per house plan for a term of one year. Agreements with the
Company’s subcontractors are generally entered into after competitive bidding on an individual
basis. The Company has long-standing relationships with many of its subcontractors. The
Company sometimes negotiates price and volume discounts with manufacturers and suppliers on
behalf of subcontractors to take advantage of its production volume. The Company attempts to
control its costs and quality of construction and minimize construction delays by buying many of
its building materials on a wholesale basis through its building materials warehouse operation
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and then manufacturing (rather than purchasing) roof trusses, wall panels, and door assemBlies
and inventorying framing lumber, sub-flooring, interior and exterior trim, roofing and sheathmg
for use in its homes.

Although the Company currently purchases materials and supplies from a limited nurhber
of suppliers on a regular basis, those materials are generally available from a number of
suppliers, and therefore the Company is not dependent upon a single supplier for any of its
materials. Similarly, the Company is dependent upon services performed by its subcontractors,
particularly its mechanical (plumbing, heating and electrical) and drywall subcontractors;
however, the Company does not rely on any single subcontractor whose services, if withdrawn,
could not be replaced. |

The Company generally develops and builds its communities in phases in order to create
efficiencies in land development and construction and improve customer satisfaction by reducing
the number of vacant lots and other homes under construction in the immediate vicinity of a
completed home. The Company typically completes the construction of a home within four
months from commencement of construction. 1

Marketing and Sales. The Company places a strong emphasis on effectively marketing
its homes to its target buyers. The Company’s commitments to effective and innovative
marketing and superior customer serve are evidenced by the Consumer Choice Award received
by the Company in 2005 from Synovate, one of the world’s top research firms.

The Company attracts initial interest in its communities through an advertising program
using media such as newspapers, direct mail, billboards and, to a lesser extent, radio and
television. The Company also has a buyer referral program in which buyers of the Company’s
homes receive referral fees for introducing new buyers to the Company. The Company believes
that it has a reputation for developing high quality homes, which helps generate interest in its
communities.

Management believes that the effective use of model homes demonstrates the advantages
of the Company’s home designs and features to prospective homebuyers. The Company first
creates a buyer profile for each community. The Company then selects one or more model
homes representative of the product line for that community and designed to appeal to the
preferences of target buyers. Based on the buyer profile, the Company then completes the model
home with furniture, fixtures and amenities that generally appeal to the target buyers.

In June 2005, the Company opened its new Davis Homes Design Studio in a leased retail
facility comprised of over 11,000 square feet. With its new Design Studio, the Company is able
to guide its customers through the selection and decision making process with experienced
design consultants in an atmosphere that enables buyers to customize their new home with
creativity, taste and personal style. In the Design Studio, customers can see, touch and feel large
sized samples of everything from exterior materials, such as paint, siding, brick and roof
shingles, to interior items, such as cabinets, countertops, carpet, tile, trim, lighting, plumbmg
fixtures and other special features, options and upgrades that go into a home.

Substantially all of the Company’s homes are sold by full-time commissioned sales
personnel who work from the on-site sales offices (open seven days a week) for each
community. The Company conducts continuous training for its sales personnel so that they are
prepared to direct each customer to the appropriate model home and explain the features and

OFFERING CIRCULAR - DAVIS HOMES, LLC 20 638336.9




benefits of each model. Company sales personnel assist prospective buyers by providing them
with information on the available home type, pricing, options and upgrades, mortgage financing
(including qualifying criteria), construction and warranties. The Company surveys all buyers at
closing as part of its effort to continuously monitor and adapt to customer preferences.
Management believes that maintaining such relations also contributes to its reputation for
customer satisfaction and loyalty. Independent brokers participate in approximately 60% of the
Company’s home sales. The Company welcomes such independent broker participation because
it believes that such participation introduces the Company to customers who might not otherwise
consider purchasing a new home. The Company conducts a variety of promotions and sales
incentive programs to attract independent brokers to the Company’s communities, such as the
payment of bonuses to brokers for repeat sales and the payment of sales commissions prior to the
date of closing on the property.

The Company also offers a Guaranteed Sale Program to certain buyers having existing
homes in the Indianapolis area that they need to sell before purchasing a new home from the
Company. Under the Guaranteed Sale Program, the Company assists buyers in selling their
existing home and, if the existing home is unsold at the time of delivery of the new home; the
Company will purchase the existing home at a pre-determined price. Management believes that
this program is an effective marketing tool for the Company because many prospective buyers
are unable to commit to purchase a new home until they are certain that they will be able to sell
their existing home. Before the Company accepts a home into the program, an independent real
estate broker examines the property to assess its marketability. The Company has entered into
arrangements with various real estate brokers in the Indianapolis area to market the homes that
the Company has agreed to purchase under this program.

Generally, construction of a home is begun only after a sales contract has been executed
and the customer has received preliminary mortgage approval. The sales contract requires a cash
deposit of $500 which is refundable only if the contingencies in the sales contract (such as
mortgage financing or the sale of an existing home) are not met. Once the contingencies in the
sales contract are satisfied, the Company typically requires an additional, nonrefundable cash
deposit (which ranges from $1,000 to $14,000, depending on the type of financing being used by
the purchaser) as a condition to starting construction of the home.

Customer Relations and Quality Control. The Company recognizes that for many
customers, the purchase of a home represents the single largest investment they will ever make.
The Company strives to ensure the soundness of this investment through the delivery of quality
homes located in attractive communities. Accordingly, through every phase of the Company’s
operations from the beginning of the sales process through construction, closing and post-closing
service, the Company strives to educate and involve the customer in the home-building process.

Each community under development has one or two sales representatives who assist the
customer from the initial interview through the closing. Initially, the sales representative helps
the customer select a floor plan from the appropriate home collection that meets the customer’s
desires. Thereafter, the sales representative is available throughout the entire building process to
answer questions and direct concerns to the appropriate persons. The Company inspects the
home with the customer at least twice prior to the closing. In addition, the Company asks its
customers to complete customer satisfaction surveys at the time of the closing. The Company
uses the results of these surveys to monitor the preferences of its customers and modify its home
designs as necessary to meet these preferences.
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The Company issues a warranty with each home covering workmanship and materials
and provides to the homeowner warranty insurance from Home Buyers Warranty Corporation.
The warranty provides coverage for ten years for structural matters, four years for the roof of the
home and two years for other specified items. The Company has been designated a “Diamond
Builder” by Home Buyers Warranty Corporation. To qualify for this status, a homebuilder must
have a proven track record of quality construction, customer satisfaction and proper warranty
performance and an excellent reputation in the community. The Company’s warranty expense
represented less than 0.5% of home sales revenue in both 2003 and 2004.

Management Information Systems. The Company utilizes a computerized database
management information system that was designed to meet the Company’s reporting needs. : The
system provides management with immediate information regarding the status of
preconstruction, construction and closing activities relating to the Company’s model and
speculative homes, as well as homes sold by the Company under contract. The system also
summarizes information regarding the sales price of the home, the responsible sales
representative, the mortgage lender, the mortgage amount and whether an independent broker
was involved in the sale. Detailed cost accounting data are generated for each home concerning
actual and budgeted costs. The system enhances the Company’s ability to monitor all aspects of
the contracting, preconstruction, construction and closing stages of homes in the Company s
backlog.

Mortgage Origination. The Company operates a wholly owned mortgage brokerage
subsidiary, Davis Financial Services, LLC, d/b/a Davis Mortgage Services, to further assist the
Company’s customers in securing mortgage commitments. (For additional information regarding
the ownership and management of Davis Financial Services, LLC, see “Security Ownership of
Management and Certain Security Owners.”) Davis Financial Services is approved by the
Federal Department of Housing and Urban Development and is qualified to process FHA, VA
and conventional loans and sell the servicing rights. The Company originates and brokers
residential mortgages, primarily for homes sold to the Company’s customers. Davis Financial
Services generates income from yield spread premiums paid by the institutions which purchase
the loans. The loans are sold by Davis Financial Services without recourse, and Davis Financial
Services does not warehouse, package or service the loans. The Company will not commit to
make a loan without a guaranteed firm commitment in place, with a set interest rate and price
from the lender who will purchase the loan. As a result, Davis Financial Services does not incur
any credit risk or market risk associated with loans that it originates.

A substantial percentage of the homes sold by the Company meet the dollar limits
published in FHA and VA guidelines. FHA and VA financing generally enables buyers to
purchase homes with lower down payments than the down payments required by conventional
mortgage lenders, allowing a buyer to borrow up to 97% of the appraised value of the home for
FHA financing and up to 100% for VA financing. As of June 30, 2005, the FHA financing limit
for a one unit residence was $175,750 in Marion and the contiguous counties in Indiana.

Apartment Management. The Company manages seven apartment communities that are
either conventionally financed or qualify for HUD financing or federal low-income housing tax
credits under Section 42 of the Internal Revenue Code. The apartment communities total 1,179
units and were all developed by the Company or a related party of the Company. The Company
does not intend to manage apartment communities other than those it currently manages. The
Company has no plans to develop additional apartment communities in the future. 'The
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Company has reduced its focus on developing additional apartment communities in order to
emphasize its core homebuilding business.

Competition and Market Factors. The home-building industry is highly competitive and
fragmented. The Company competes for home sales with national, regional and local developers
and homebuilders, individual resales of existing homes and condominiums and available rental
housing. The Company also competes for the acquisition of developed and undeveloped land on
which to build homes or from which to sell lots. The Company’s primary competitors are
Ryland Homes, Centex Homes, KB Homes, Beazer Homes, Arbor Homes and CP Morgan
Homes, two of which are privately owned and four of which are publicly owned entities. Most
of the Company’s competitors have greater financial and other resources than the Company. The
Company is one of the leading builders in the Indianapolis area, and management believes the
Company competes favorably as a result of price, quality construction and features, land
development expertise, knowledge of the local real estate market and governmental permitting
and approval process, and a favorable reputation in the Indianapolis area. The Company
regularly surveys the prices and features offered by its competitors to ensure that its prices on a
per-square-foot and per-standard-feature basis are at an appropriate level. The Company
believes that its prices are competitive to those offered by its primary competitors. f

Government Regulation and Environmental Matters. In order to develop land in the
Indianapolis area, the Company must obtain numerous government approvals, licenses, permits
and agreements before it can begin development and construction. Through options and other
limited recourse contractual arrangements, the Company typically controls land during the
government approval process and only purchases the land after the planning and zoning process
is complete. Obtaining the many necessary government approvals and permits for residential
developments in the Indianapolis area is an extended process that generally takes approximately
nine to twelve months and can involve a number of different governmental jurisdictions and
agencies and considerable expense. The Company generally does not have any rights to develop
a community until after it has received all required government approvals and permits. As with
many other states throughout the country, Indiana has recently adopted legislation that allows
municipalities to impose impact fees as a means of defraying the costs of providing certain
governmental services and improvements to developing areas. :

Additionally, the Company, through its mortgage broker subsidiary, Davis Financial
Services, LLC, is subject to the rules and regulations of the federal Department of Housing and
Urban Development’s insured mortgage program. Davis Financial Services is also subject to the
Indiana Department of Financial Institution’s rules relating to mortgage brokers as it is a licensed
mortgage broker. Although Davis Financial Services originates mortgage loans, neither it nor
the Company is required to be licensed as a financial institution, thus neither is subject to federal
or state financial services laws. In addition, another subsidiary of the Company, Davis Realty,
Inc., is subject to the Indiana real estate brokerage laws. Davis Realty maintains its real estate
brokers license primarily for the purpose of being able to list the Company’s homes on the
Indianapolis Metropolitan Board of Realtors’ multiple listing service. ‘

The Company is also subject to a variety of federal, state and local statutes, ordinances,
rules and regulations concerning protection of health, worker safety and the environment. These
laws may result in delays, cause the Company to incur substantial compliance costs and prohibit
or severely restrict development in certain environmentally sensitive regions or areas. Prior to
purchasing a parcel of land, the Company generally evaluates such land for the presence of
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hazardous or toxic materials, wastes or substances. To date, the Company has not experienced
any material delays as a result of these laws, and the Company’s operations have not been
materially affected by the presence or potential presence of such materials.

Employees. As of June 30, 2005, the Company had 226 full-time employees. None of the
Company’s employees are covered by collective bargaining agreements, and management
believes that few of the subcontractors that the Company engages are represented by labor
unions or are subject to collective bargaining arrangements. Management believes that the
Company’s relations with its employees and subcontractors are good.

Legal Proceedings. The Company is involved in various routine legal proceedings
incidental to the conduct of its business. Management believes that none of these legal
proceedings will have a material adverse impact on the financial condition or results of
operations of the Company. |

DESCRIPTION OF PROPERTY 1

Facilities. The Company currently leases approximately 23,000 square feet of office
space for its headquarters in Indianapolis, Indiana, pursuant to two leases with a related party, for
an aggregate annual rent of approximately $445,000. Effective January 1, 2006, pursuant to an
agreement to amend and restate the current leases, the Company will have a single lease for
approximately 19,000 square feet of office space for its headquarters, which will be in the same
location and with the same related party. Aggregate annual rent will be approximately $417,000.
See “Security Ownership of Management and Certain Security Owners” and “Certain
Transactions.” The amended and restated lease will expire on December 31, 2011, and the
Company will hold one renewal option on the lease for an additional five years. It is the
Company’s policy that any transaction between the Company and an officer, director or affiliate
be on terms no less favorable to the Company than could be obtained from an unaffiliated third

party !
In 2005, the Company entered into a lease with an unrelated third party for its new Davis

Homes Design Studio. The Design Studio is a retail facility which contains approximately
11,000 square feet and replaces a portion of the reduced space in the headquarters office.

In 2002, the Company purchased approximately 75,000 square feet of industrial
warehouse space in Indianapolis that it had previously leased for its building materials inventory
and roof truss, wall panel and door assembly manufacturing plant.

Management believes that these facilities are sufficient for the conduct of the Company s
business for the foreseeable future.

MANAGEMENT

Executive Officers and Managers

The managing member of the Company is Davis Holding Corporation (“DHC”), an
Indiana corporation wholly owned by the Davis Family. The business and affairs of the
Company are ultimately directed by DHC, as managing member, pursuant to applicable state
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law. The Company also has a Board of Managers consisting of Charles R. Davis, C. Richard
Davis, Bradley C. Davis and Michael B. Davis. Where appropriate, the titles in the table below
relate to DHC.

Name Age Position

Charles R. Davis 72 Chairman

C. Richard Davis 46 Executive Vice President

Bradley C. Davis 45 Executive Vice President

Michael B. Davis 42 Executive Vice President

Jerry Crone 38 Chief Financial Officer (the Company only)
Matt Surface 31 General Manager of Davis Financial

Services, LLC

Charles R. Davis has been Chairman, Chief Executive-Officer and a Director of Davis
Holding Corporation since its inception in 1985. Mr. Davis attended Indiana University. Mr.
Davis has been involved in the residential homebuilding business in Indianapolis for over 50
years. In 1951, Mr. Davis and his father, Oris E. Davis, co-founded the O.E. Davis Lumber
Company, Inc. in Indianapolis. From the early 1950’s until the company’s sale in 1969, O.E.
Davis Lumber Company built thousands of single family homes throughout Indiana. In 1969,
Charles R. Davis sold the company, but Mr. Davis remained as Group Vice President and Chief
Operating Officer of the home-building division of the purchaser until 1972. In 1974, Mr. Davis
formed American Housing Corporation to engage in the construction and sale of single family
homes in central Indiana; in 1978, American Housing acquired the business Mr. Davis had sold
in 1969. In 1984, Mr. Davis sold American Housing. For additional information regarding Mr.
Davis’ ownership interest in the Company and each of its affiliated entities, see “Security
Ownership of Management and Certain Security Owners.”

C. Richard Davis has been Executive Vice President and a Director of Davis Holding
Corporation since 1990. Mr. Davis graduated from Indiana University in 1981 with a business
degree and from the University of Michigan School of Law in 1984. From 1984 to 1990, Mr.
Davis was an attorney with the law firm of Sullivan and Cromwell in New York, New York,
practicing in the areas of securities regulation and real estate finance. Mr. Davis is currently
admitted to practice law in the states of Indiana and New York and formerly served as Chairman
of the Board of Directors of the Better Business Bureau of Central Indiana and as Board member
and Past-President of the Builders Association of Greater Indianapolis. Mr. Davis also serves as
Vice Chairman of the Board of Directors of the AAA Hoosier Motor Club, HM.C. Insurance
Agency and Hoosier Motor Mutual Insurance Company. For additional information regarding
Mr. Davis’ ownership interest in the Company and each of its affiliated entities, see “Securlty
Ownership of Management and Certain Security Owners.”

Bradley C. Davis has been Executive Vice President and a Director of Davis Holding
Corporation since 1994, Mr. Davis graduated from Indiana University in 1982 with a business
degree and from Duke University in 1984 with a Masters in Business Administration. From the
Company’s inception in 1985 until 1991, Mr. Davis was President of Davis Homes of Indiana.
In 1991, Mr. Davis became President of Davis International, Inc., an entity owned by the Davis
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Family, and moved to Warsaw, Poland to oversee a residential project in which that entity had a
joint venture interest. In 1993, Mr. Davis resigned from day-to-day management of the
Company to build custom homes in Indianapolis under the name Brad Davis Custom Homes,
Inc. From 1984 to 1985, Mr. Davis was a municipal bond trader with Merrill Lynch Capital
Markets in New York, New York and Atlanta, Georgia. For additional information regarding
Mr. Davis’ ownership interest in the Company and each of its affiliated entities, see “Securlty
Ownership of Management and Certain Security Owners.”

Michael B. Davis has been Executive Vice President and a Director of Davis Holding
Corporation since 1991. Mr. Davis graduated from Indiana University in 1984 with a bachelor’s
degree and from Indiana University School of Law in 1987. From 1990 to 1991, Mr. Davis was
an attorney with the law firm of Johnson, Smith, Densborn, Wright & Heath in Indianapolis,
Indiana, practicing in the areas of real estate finance and corporate and partnership law. From
1988 to 1990, Mr. Davis was an attorney with the law firm of Kirkland & Ellis in Chicago,
Illinois, practicing in the area of real estate finance. Mr. Davis is admitted to practice law in the
State of Indiana and serves on the Board of Directors of Concord Community Development
Corporation, an Indianapolis based not-for-profit corporation dedicated to providing affordable
housing in downtown Indianapolis. For additional information regarding Mr. Davis’ ownership
interest in the Company and each of its affiliated entities, see “Security Ownership of
Management and Certain Security Owners.”

Mart Surface has been the General Manager of Davis Financial Services, LLC, a wholly-
owned subsidiary of the Company, since February 2004. Prior thereto he was a loan officer for
Davis Financial Services since joining the Company in 2002. Mr. Surface graduated from
Indiana University with a degree in continuing studies in 1997. ‘

Jerry Crone is the Chief Financial Officer of the Company and has served in that
capacity since March, 2004, after joining the Company in 2003. Prior thereto he was w1th
PricewaterhouseCoopers for eight years.

Charles R. Davis is the father of C. Richard Davis, Bradley C. Davis and Mlchael B.
Davis. |

Remuneration of Officers and Directors

The following table sets forth information with respect to the aggregate annual
remuneration paid by the Company for services rendered during 2004 to the three most highly
compensated executive officers of the Company. The Company is not a party to an employment
agreement with any of the executive officers of the Company. :
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Summary Compensation Table

Name of Individual and Annual
Principal Capacities in Which Served @ Year Remuneration

C. Richard Davis,

Executive Vice President 2004 $210,000
Bradley C. Davis

Executive Vice President 2004 $210,000
Michael B. Davis,

Executive Vice President 2004 $210,000

Security Ownership of Management and Certain Securityholders

As a limited liability company, the Company is owned by its members. The following
table sets forth the members of the Company and their respective ownership interests: :

Title of Class Name and Address of Owner Percent of Class

Membership Interests  Davis Holding Corporation 1%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Davis Investments, L.P. 99%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

The ownership of Davis Holding Corporation, which is also the managing member of the
Company, is set forth in the following table: ‘

Number of Percent of
Title of Class Name and Address of Owner Shares Class

Common Stock Charles R. Davis 100 25%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

C. Richard Davis 100 25%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

OFFERING CIRCULAR — DAVIS HOMES, LLC 27 638336.9




R R I aE

Bradley C. Davis 100 25%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Michael B. Davis 100 25%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Davis Investments, L.P. is a limited partnership which is beneficially owned as follows:

Title of Class Name and Address of QOwner Percent of Class

General Partnership Interest Davis Holding Corporation 1%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Limited Partnership Interest C. Richard Davis 32.9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Bradley C. Davis 32.9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Michael B. Davis 32.9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Charles R. Davis .30%
3755 East 82 Street, Suite 120
Indianapolis, Indiana 46240

There are no outstanding options, warrants or rights to purchase membership interests in
the Company. Additionally, the Company has not authorized any non-voting membershlp
interests.

The Company has the following wholly-owned subsidiaries: Davis Financial Services,
LLC, Home Guaranty Company, LLC, Centennial Management, LLC, Davis Land
Development, LLC, Davis Wholesale, LLC, First Fidelity & Guaranty Co., Inc., and Davis
Realty, Inc.

The Davis Family (see “Glossary of Terms”) is also the beneficial owner of several
related entities created for purposes of owning and managing specific apartment communities,
which entities are affiliated with the Company, but are not consolidated with the Company for
financial reporting or other purposes. The following table sets forth the names and owners of
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each of these entities, including the percentage of each entity beneficially held by the Davis

Family:

Total Interest‘

General Limited Beneficially Held by
Partnership Partnership the |
Name/Owners Interest Interest Davis Family:
Autumn Chase Apartments, L.P. 100%
Autumn Chase, Inc. 1%
Charles R. Davis 10%
Davis Homes, LLC 1 1%
Davis Family Properties, LLC 88%
Hanna Village Apartments, L.P. 1.9%
Davis Homes, LLC 1.9%
outside investors 98.1%
Fort Harrison Housing, L.P. 100%
Fort Harrison Housing, Inc. 1%
Charles R. Davis 10%
Davis Homes, LLC 1 1%
Davis Family Properties, LLC 88%
Cedar Ridge Associates, L.P. , 1.9%
Cedar Ridge Associates, LLC 1.9%
outside investors 98.1%
Creekside Square Apartments, L.P. 1%
Davis Homes, LLC 1%
outside investor 99%
Crooked Creek Associates, L.P. 5 48.3%
Crooked Creek Associates, LLC 2%
Charles R. Davis 37.6%
C. Richard Davis 2.9%
Bradley C. Davis 2.9%
Michael B. Davis 2.9%
outside investors 51.7%
Creekside Square Apartments II, L.P. ) 100%
Creekside Square Apartments II, LLC 99%
Davis Homes, LLC 1%
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l Autumn Chase, Inc., Davis Family Properties, LLC, and Fort Harrison Housing, Inc., are each ownéd by
C. Richard Davis, Bradley C. Davis and Michael B. Davis, who each have a 33.3% interest in each entity.
2

Cedar Ridge Associates, LLC, is owned by Charles R. Davis (99.01%), C. Richard Davis (.33%),
Bradley C. Davis (.33%) and Michael B. Davis (.33%).

Crooked Creek Associates, LLC, is owned by Charles R. Davis (99.01%), C. Richard Davis (. 33%)
Bradley C. Davis (.33%) and Michael B. Davis (.33%).

Creekside Square Apartments II, LLC, is owned by Charles R. Davis (1%), C. Richard Davis (33%)
Bradley C. Davis (33%) and Michael B. Davis (33%).

Finally, the Davis Family is the beneficial owner of a limited partnership which is the
owner of an office building located at 3755 East 82" Street in Indianapolis from which the 1
Company leases office space. The following table sets forth the names and owners of this
limited partnership, including the percentage of the limited partnership beneficially held by the
Davis Family:

Total Interest
General Limited Beneficially
Partnership  Partnership Held by the
Name/Owners Interest Interest Davis Family
White River Associates, L.P. 100%
White River Associates, Inc.* 1%
C. Richard Davis 33%
Bradley C. Davis 33%
Michael B. Davis 33%

*White River Associates, Inc. is a corporation owned solely by Charles R. Davis.

CERTAIN TRANSACTIONS

Operating Advances

As of June 30, 2005, certain of the Company’s limited partnerships owe the Company
operating advances. These advances totaled, in the aggregate, $1.9 million, of which $1.8
million is owed by Fort Harrison Housing, L.P. (For additional information regarding the
ownership and management of each limited partnership, see “Security Ownership of
Management and Certain Security Owners.”) These operating advances, which are non-
interest bearing, result from the Company’s payment of certain construction or operating
expenses for the apartment projects and are to be repaid from the operating cash flows of the
respective limited partnerships.

Management Fees

The Company received fees of approximately $387,000 and $362,000 in 2004 and 2003,
respectively ($198,000 for the six months ended June 30, 2005), in connection with the
management of apartment communities owned by the Company’s affiliated limited partnerships.
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Affiliated Investments

As of June 30, 2005, the Company reported an aggregate of $311,000 in investments in
certain affiliated entities. These amounts are reported in the Company’s consolidated financial
statements as prepaid expenses and other assets. ‘

Office Lease

The Company leases office space from White River Associates, L.P. in an office building
located at 3755 East 82nd Street in Indianapolis. C. Richard Davis, Michael B. Davis and
Bradley C. Davis are the limited partners of White River Associates, L.P. and collectively hold
99% limited partnership interests in three equal shares. The general partner, with a 1%
partnership interest, is White River Associates, Inc., a corporation wholly owned by Charles R.
Davis. (For additional information regarding the ownership and management of White River
Associates, L.P. and White River Associates, Inc., see “Security Ownership of Management
and Certain Security Owners.”) The Company currently leases approximately 23,000 square
feet of office space for its headquarters in Indianapolis, Indiana, pursuant to two leases with a
related party, for an aggregate annual rent of approximately $445,000. Effective January 1,
2006, pursuant to an agreement to amend and restate the current leases, the Company will have a
single lease for approximately 19,000 square feet of office space for its headquarters, which will
be in the same location and with the same related party. Aggregate annual rent will be
approximately $417,000. The amended and restated lease will expire on December 31, 2011,
and the Company will hold one renewal option on the lease for an additional five years. ' The
Company currently occupies approximately 44% of the rentable space of the office building, but
that will be reduced to approximately 37% under the amended and restated lease. The rent paid
by the Company for this space is comparable, on a per-square-foot basis, to the rent paid by the
other tenants of the office building. i

Distributions

In 2004, the Company made distributions to the Davis Family of approximately $3.7
million in the aggregate. During the six months ended June 30, 2005, the Company made
distributions to the Davis Family of approximately $1.8 million in the aggregate. These
distributions included amounts representing prior earnings of the Company and amounts
provided by the Company to the Davis Family so that they could make estimated federal and
state tax payments on the income earned by the Company in 2003 and 2004 that is taxed on thelr
individual tax returns.

Affiliate Transactions

It has been the Company’s policy that any transaction between the Company and an
officer, director or affiliate, including any future loans between the Company and an officer,
director or affiliate, be on terms no less favorable to the Company than could be obtained from
an unaffiliated third party. Additionally, since March 14, 1995, transactions with affiliates of the
Company have been subject to the approval of a majority of the managers.
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DESCRIPTION OF THE SUBORDINATED NOTES

The Notes will be issued under an indenture (the “Indenture”) dated , 2005,
between the Company and Mainsource Bank, as Trustee, a copy of which is filed as an exhibit to
the Offering Statement of which this Offering Circular is a part. The Indenture will not be
qualified under the Trust Indenture Act under claim of exemption for issuances of $10,000,000
or less. The Trustee will also act as Paying Agent with respect to the Notes. The following
statements are brief summaries of certain provisions of the Indenture and are subject to, and are
qualified in their entirety by reference to, all of the provisions of the Indenture, including the
definitions therein of certain terms. Wherever particular provisions or defined terms of the
Indenture are referred to in this Offering Circular, it is intended that such provisions or defined
terms be incorporated herein by reference. ‘

General

The Notes will be issued in an aggregate principal amount limited to $5,000,000 with an
interest rate of 9.5% and a maturity date of , 2015.

The Notes will bear interest from the date of issuance payable semi-annually in arrears on
January 1 and July 1 of each year, commencing January 1, 2006 (for the period from the date of
issuance through December 31, 2005) to the holders of record on the day preceding the interest
payment date. (Sections 2.01, 2.02 and 4.01) The Notes are not convertible into membership
interests or other securities of the Company.

Principal (and premium, if any) and interest will be payable at the office or agency
maintained by the Company for such purpose in Greenwood, Indiana, provided that payment of
interest may be made at the option of the Company by check mailed to the address of the person
entitled thereto as it appears in the register maintained by the Trustee. (Sections 2.03, 2.12 and
4.01)

The Notes will be issued only in registered form in denominations of $1,000, subjecf to a
minimum initial purchase of $5,000, and any integral multiple thereof. (Section 2.02). At any
time after the execution and delivery of the Indenture and upon the request of the Company, the
Trustee shall authenticate and deliver Notes executed by the Company as provided in the
Indenture. No Note shall be valid or obligatory for any purpose unless so authenticated.
(Section 2.02). The Company may charge a reasonable fee for registering transfers of the Notes
and the Company may require payment of a sum sufficient to cover any tax or other
governmental charge payable in connection therewith. (Section 2.06)

Subordination of the Notes

The Notes represent unsecured general obligations of the Company. The Notes are
subordinated in right of payment to all Senior Indebtedness of the Company, whether
outstanding as of the date of this Offering or thereafter incurred. Senior Indebtedness is defined
generally in the Indenture to include indebtedness created, incurred, assumed or guaranteed by
the Company for money borrowed other than (i) the Notes, (ii) indebtedness of the Company to
any of its Insiders, as defined in the Indenture, (iii) indebtedness of the Company to any of its
subsidiaries (or from one subsidiary to another), (iv) $5 million of subordinated notes issued in
2001 with maturities of June 30, 2006 and 2008, (v) $5 million of subordinated notes issued in
2003 with maturity of April 15, 2011, or (vi) indebtedness or amounts owed for goods, materials

OFFERING CIRCULAR — DAVIS HOMES, LLC 32 638336.9



or services purchased in the ordinary course of business. There is no limit on the amount of
Senior Indebtedness the Company may incur or have outstanding at any given time. (Article 6)

Redemption at the Company’s Option

The Notes will not be redeemable prior to July 1, 2006. Thereafter, the Notes will be
redeemable at the Company’s option as a whole or from time to time in part on not less than 60
nor more than 90 days’ notice by mail at 100% of the principal amount plus accrued 1nterest to
the date fixed for redemption (Section 3.01).

No Sinking Fund

No principal payments will be due with respect to the Notes prior to their maturity. The
Indenture does not require, and the Company does not plan to, make any payments to a sinking
fund for either principal or interest other than the Debt Service Reserve Fund described below.

Redemption at Death

Upon the death of a noteholder, Notes owned by the deceased noteholder may be
tendered to the Company for redemption within sixty (60) days after the date of death. Notes
tendered for redemption under this provision will be redeemed at par plus accrued interest,
provided the Company shall not be obligated to redeem more than $100,000 in Notes under this
provision in any twelve-month period. The Company shall have sixty (60) days to redeem the
Notes. (Section 3.02)

Debt Service Reserve Fund

The Company will establish the Reserve Fund under the Indenture with cash equal to six
(6) months interest on the Notes. The Reserve Fund shall be used to pay principal and interest
on the Notes in the event other monies provided by the Company for such purpose are
insufficient. The Reserve Fund shall be maintained by the Trustee as a separate and distinct trust
fund to be held, managed, invested, disbursed and administered as provided in the Indenture.
The Trustee shall keep and maintain adequate records pertaining to the Reserve Fund, and all
disbursements therefrom. If the amount in the Reserve Fund is at any time less than six (6)
months interest on the Notes, the Company is required to deposit sufficient monies with the
Trustee to bring the balance equal to six (6) months interest within ninety (90) days. (Section
4.02) 1

Upon deposit with the Trustee of monies sufficient to pay all principal of, premiufn, if
any, and interest on all Notes then outstanding, and upon satisfaction of all claims against the
Company under the Indenture, or upon making of adequate provisions for the payment of such
amounts as permitted by the Indenture, all monies remaining in the Reserve Fund, except monies
necessary to pay principal of, premium, if any, and interest on the outstanding Notes, shall be
remitted to the Company. (Section 4.02)

Certain Covenants

Maintenance of Total Members’ Equity. If the total members’ equity (“Equity”) of the
Company is less than $3,500,000 for two (2) consecutive quarters, the Indenture provides for the
engagement of a consultant or financial advisor to assist in increasing Equity. If, after the
consultant’s engagement, the Equity then remains at less than $3,500,000 for four (4) additional
consecutive quarters, the Indenture requires the Company to offer to repurchase ten percent
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(10%) of the aggregate principal amount of the Notes then outstanding per fiscal quarter until
such time as the Equity is equal to or greater than $3,500,000.

Offers to repurchase will be at 100% of principal plus interest accrued and unpaid fb the
repurchase date. The Notes to be repurchased will be selected by lot and will be repurchased on
the last day of each fiscal quarter the Company is required to redeem such Notes. (Section 3.03)

Restricted Payments. The Indenture provides that the Company may not make any
distribution or payment on its membership interests or to its members, as members (other than
distributions to members to the extent necessary to pay the members’ respective income tax
liabilities associated with the Company and distributions payable in additional membership
interests), or purchase, redeem or otherwise acquire or retire for value any membership interests
of the Company (collectively, “Restricted Payments”) if, at the time of such Restricted Payment,
or after giving effect thereto, (i) a Default or an Event of Default under the Indenture shall have
occurred and be continuing; (ii) the Equity of the Company is or will be, as a result of such
Restricted Payment, less than $3,500,000 or (iii) the aggregate amount expended for such
Restricted Payments (the amount expended for such purposes, if other than in cash, to be
determined by a resolution of the Board of Managers of the Company set forth in an Officers’
Certificate delivered to the Trustee) subsequent to December 31, 2004 shall exceed the sum of
(A) 25% of the aggregate Consolidated Net Income (or, in case such aggregate Consolidated Net
Income shall be a deficit, minus 100% of such deficit) accrued on a cumulative basis subsequent
to December 31, 2004, provided, however, that if Total Member’s Equity shall exceed
$10,000,000 as of the end of any fiscal quarter, the percentage of Consolidated Net Income
earned and used in the calculation after such date shall be 50%, (B) the aggregate net proceeds,
including the fair market value of property other than cash (such fair market value to be
evidenced by a resolution of the Board of Managers of the Company set forth in an Officers’
Certificate delivered to the Trustee), received by the Company from the issue or sale after
December 31, 2004 of membership interests of the Company, including membership interests of
the Company issued upon the conversion of indebtedness of the Company, other than
membership interests that are redeemable at the option of the holder or are mandatorily
redeemable and (C) $1,000,000; provided, however, that the foregoing shall not prevent the
retirement of any membership interests of the Company by exchange for, or out of proceeds of
the substantially concurrent sale of, other membership interests (other than membership interests
that are redeemable at the option of the holder or are mandatorily redeemable), and neither such
retirement nor the proceeds of any such sale or exchange shall be included in any computation
made under clause (iii) above. (Section 4.07) ‘

Offer to Purchase on Change of Control. Upon the occurrence of a Change of Control
(as defined in the Indenture), the Company must make an offer to repurchase all of the then
outstanding Notes in multiples of $1,000 within thirty (30) days of the Change of Control. This
offer shall be mailed by the Trustee not less than thirty (30) days nor more than forty-five (45)
days before the Redemption Date to the holders of the Notes. The offer shall remain open from
the time of mailing until five (5) days before the Redemption Date. (Section 3.04)

Annual Reports. The Company must file with the Trustee and the Underwriter internal
audited financial statements no later than 120 days from the end of its fiscal year. Holders of the
Notes may receive copies of such financial statements upon written request by such Holders to
the Underwriter. (Section 4.03)
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Payment of Taxes and Other Claims. The Company must pay or discharge, before the
same shall become delinquent, (1) all taxes, assessments and governmental charges levied or
imposed upon it or upon its income, profits or property, and (2) all lawful claims for labor,
materials and supplies which, if unpaid, might by law become a lien upon its property, unless the
same is being contested in good faith by appropriate proceedings. (Section 4.05)

Maintenance of Properties. The Company must cause all of its properties used or useful
in the conduct of its business to be maintained and kept in good condition, repair and working
order and must cause to be made all necessary repairs, renewals, replacements and improvements
thereof, as in the judgment of the Company may be necessary to carry on its business. However,
the Company is not prevented from discontinuing the maintenance and operation of its properties
if the discontinuance is, in the judgment of the Company, desirable in the conduct of its business
and not disadvantageous in any material respect to the holders of the Notes. (Section 4.06)

Transactions with Affiliates. Neither the Company nor any Subsidiary may enter into a
transaction, loan, advance, capital contribution or transfer with any Affiliate of the Company
unless such transaction is reasonably determined in good faith by the Board of Managers to be
fair and reasonable to the Company or such Subsidiary and not materially adverse to the 1nterests
of a Holder (as defined in the Indenture). (Section 4.10)

Transfer of Material Assets. Neither the Company nor any Subsidiary may seH or
otherwise dispose of any material portion of its property or assets outside the ordinary course of
business unless such transaction is reasonably determined in good faith by the Board of
Managers to be fair and reasonable to the Company or such Subsidiary (including interest in its
Subsidiaries). (Section 4.11)

Restrictions on Merger or Sale. The Indenture provides that the Company may; not
merge into or consolidate with another entity or transfer substantially all of its assets to another
entity unless (i) the surviving company is a U.S. entity, (ii) the surviving company is bound by
all the terms of the Indenture, (iii) no default (as defined below) or Event of Default would exist
as a result of the transaction, and (iv) the consolidated net worth of the surviving entity is at least
equal to the consolidated net worth of the Company immediately prior to such transaction.
(Section 5.01) ‘

Events of Default

Events of default are defined in the Indenture as being: (a) default in payment of any
interest installment due on the Notes and not cured within ten (10) days; (b) default in payment
of principal, or premium, if any; (c) default in performance of any other covenant in, the
Indenture that continues for thirty (30) days after notice to the Company by the Trustee or to the
Company and the Trustee by the holders of 25% in principal amount of the outstanding Notes;
(d) certain events of bankruptcy, insolvency and reorganization of the Company; (e) a default
under any bond, note or other evidence of indebtedness (other than nonrecourse indebtedness)
for borrowed money in excess of $25,000; and (f) a judgment in excess of $25,000 (or judgments
aggregating $250,000 or more) is entered against the Company and such judgment is, not
satisfied or appealed (and execution stayed) within sixty (60) days. (Section 7.01)

The Indenture provides that, if an Event of Default shall have happened and be
continuing, either the Trustee or the holders of 25% in principal amount of the Notes then
outstanding may declare the principal of all the Notes to be due and payable immediately. Upon
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certain conditions, such declaration may be annulled and past defaults (except, unless theretofore
cured, a default in the payment of principal or premium, if any, or interest on the Notes) may be
waived by the holders of a majority in principal amount of the Notes then outstanding. (Sections
7.02 and 7.04) :

The Indenture contains a provision entitling the Trustee, subject to the duty of the Trustee
during default to act with the required standard of care, to be indemnified by the Note holders
before proceeding to exercise any right or power under the Indenture at the request of the Note
holders. (Section 8.06). The Indenture also provides that the holders of a majority in principal
amount of the outstanding Notes may direct the time, method and place of conducting any
proceeding for any remedy available to the Trustee, or exercising any trust or power conferred on
the Trustee, provided that the Trustee may decline to act if such direction is contrary to law or if
the Trustee determines in good faith that proceeding in the manner directed would be illegal or
would involve it in personal liability or would be unjustly prejudicial to the holders of the Notes
not consenting. (Section 7.05) |

The Indenture provides that no Note holder may institute any action against the Company
under the Indenture (except actions for payment of overdue principal, interest or any premium)
unless such Note holder previously shall have given to the Trustee written notice of default and
continuance thereof, and unless the holders of at least 25% in principal amount of Notes then
outstanding shall have requested the Trustee to institute such action and shall have offered the
Trustee reasonable indemnity, the Trustee shall not have instituted such action within 60 days of
such request and the Trustee shall not have received directions inconsistent with such written
request by the holders of not less than 50% in aggregate principal amount of the Notes then
outstanding. (Section 7.06)

The Indenture requires the Company to file annually with the Trustee a certificate either
stating the absence of any default or specifying any default that may exist, and deliver to the
Trustee within ten (10) days of the occurrence thereof, notice of any default described in clause
(c) of the events of Default above. (Section 4.03). The Indenture provides that the Trustee shall,
within sixty (60) days after the occurrence of a default, give to the holders of the Notes notices of
all uncured defaults known to it; provided that, except in the case of a default in the payment of
principal or premium, if any, or interest on any of the Notes, the Trustee shall be protected in
withholding such notice if the Trustee in good faith determines that withholding such notice is in
the interest of the holders of the Notes. The term “Default” for the purpose of this provision
shall mean the happening of any Events of Default specified above excluding any grace periods.
(Section 8.05)

Modification of the Indenture

The Indenture contains provisions permitting the Company and the Trustee with the
consent of the holders of 66 2/3% in principal amount of the outstanding Notes, to execute
supplemental indentures adding any provisions to or changing or eliminating any of the
provisions of the Indenture or modifying the rights of the Note holders, except that, without the
consent of the holders of all outstanding Notes, no such supplemental indenture may (i) extend
the stated maturity of any Note, or reduce the rate or extend the time of payment of interest
thereon or reduce the principal amount thereof or premium thereon, or the amount payable
thereon in the event of acceleration or the amount thereof payable in bankruptcy, or (ii) reduce
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the aforesaid percentage of Notes, the holders of which are required to consent to any such
supplemental indenture. (Section 10.02) ‘

Satisfaction and Discharge of Indenture

The Company may terminate its obligations, with certain exceptions, under the Indenture:
(1) if all Notes previously authenticated and delivered (other than destroyed, lost or stolen Notes
which have been replaced or paid) have been delivered to the Trustee for cancellation and the
Company has paid all sums payable by it under the Indenture; or (ii) if the Notes not already
delivered to the Trustee for cancellation have matured or will mature within one year or all of
them are to be called for redemption within one year under arrangements satisfactory to the
Trustee for giving notice of redemption and the Company irrevocably deposits in trust with the
Trustee money or United States government obligations sufficient to pay principal of and interest
on the Notes to maturity or redemption, as the case may be, and to pay all sums payable to the
Trustee under the Indenture. (Section 9.01) !

Defeasance

If the Company shall deposit with the Trustee, in trust, at or before maturity, money or
United States government obligations in such amounts and maturing at such times that the
proceeds of such obligations to be received upon the respective maturities and interest payment
dates will be sufficient, in the opinion of the Trustee, to pay the principal of and interest to
maturity, or to the redemption date, as the case may be, with respect to the outstanding Notes to
be paid or redeemed, as such principal and interest become due (provided that, if the Notes are to
be redeemed prior to the maturity thereof, notice of such redemption shall have been given as
provided in the Indenture or provisions satisfactory to the Trustee shall have been made for the
giving of such notice), then all liability of the Company under the Indenture and in respect of the
Notes (other than certain specified provisions such as those relating to transfers and exchanges,
registrars and paying agents and payment of the Trustee’s fees and expenses) shall cease to be of
further effect, and the holders thereof shall thereafter be entitled to payment out of the money or
securities deposited with the Trustee as aforesaid, unless the Company’s obligations are revived
and reinstated because the Trustee is unable to apply such trust fund by reason of any legal
proceeding, order or judgment. (Sections 9.01, 9.02, and 9.04)

Transfer Agent and Registrar

The Transfer Agent and Registrar for the Notes is the Trustee.

PLAN OF DISTRIBUTION

Indiana Securities, LL.C, 1705 North Meridian Street, Indianapolis, Indiana 46202 (the
“Underwriter”), has agreed, subject to the terms and conditions of the Placement Agent
Agreement (a copy of which is filed as an exhibit to the Offering Statement of which this
Offering Circular is a part), to place the Notes for the Company on a best efforts, minimum-
maximum basis. The Underwriter has the right, pursuant to the Placement Agent Agreement, to
establish co-agency relationships with other underwriters or dealers for purposes of obtaining
subscriptions for the Notes and may allow a commission equal to up to 5.0% of the aggregate
principal amount of the Notes sold by such co-agents. No underwriter intends to sell Notes to
any discretionary accounts.
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Proceeds from this offering will be deposited by noon of the next business day after
receipt in an escrow account established with Mainsource Bank, for the benefit of the
subscribers. If the minimum number of Notes (at least $2,650,000 in Notes) has not been sold on
or before the Termination Date, subscribers will promptly receive a refund of their subscription.
In addition, subscribers will receive a pro rata share of any interest earned on the escrow account
less a pro rata share of the fees and expenses of the escrow agent (such fees and expenses may
only be deducted from interest). The escrow agent may invest the proceeds received by it in
short term United States Government obligations or short-term certificates of deposit issued by
any bank, including the escrow agent if competitive. The Company has agreed to hold the
escrow agent harmless from any and all liability regarding the administration of the escrow
account and, if the interest earned thereon is insufficient, to pay the fees and expenses of the
escrow agent.

If subscriptions for the minimum of $2,650,000 of Notes are received and accepted by the
Termination Date, the Offering may be continued until all of the Notes are sold or the Company
decides to terminate the Offering. The Company will accept the tender of a maximum of
$1,500,000 of its currently outstanding subordinated notes which mature on June 30, 2006, as
consideration for purchase of the Notes. The Company will pay the Underwriter a commission
equal to 5.5% of the aggregate principal amount of the Notes sold, plus a structuring fee earned
at the rate of $20,000 per $1,000,000 of Notes sold. The Company has also agreed to reimburse
the Underwriter for certain accountable out-of-pocket expenses incurred by the Underwriter in
connection with this offering in an amount not to exceed $49,000. ‘

The offer and sale of the Notes are being registered in Indiana and certain other states.
Only residents of states in which the Notes have been registered will be permitted to purchase the
Notes. Purchases of Notes by persons affiliated with the Company will not be counted for
purposes of determining whether the minimum contingency has been met. Further, ' any
purchases by affiliated persons must be made for investment purposes only, and not with the
view toward the redistribution of the Notes. Purchases of Notes by tender of the Company
subordinated notes maturing on June 30, 2006, will be counted for purposes of determining
whether the minimum contingency has been met. :

The Placement Agent Agreement provides for reciprocal indemnification |and
contribution between the Company and the Underwriter and their respective controlling persons
against certain liabilities in connection with the Offering Statement of which the Offering
Circular is a part, including liabilities under the Securities Act of 1933 (the “Act”), as amended.

Insofar as indemnification for liabilities arising under the Act may be pennitteﬂ to
directors, officers and controlling persons of the Company pursuant to the foregoing provisions,
or otherwise, the Company has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Act and is,
therefore, unenforceable.

In the event that a claim for indemnification against such liabilities (other than payment
by the Company of expenses incurred or paid by a director, officer or controlling person of the
issuer in the successful defense of any action, suit or proceeding) is asserted by such director,
officer or controlling person in connection with the Notes, the Company will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
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appropriate jurisdiction the question whether such indemnification by it is against public pohcy
as expressed in the Act and will be governed by the final adjudication of such issue.

The issuance of the Notes is subject to certain conditions, including the conditions that no
stop order suspending the qualification of this Offering Statement is in effect, no proceedings for
such purpose are pending before or threatened by the Securities and Exchange Commission, that
there has been no material adverse change in the condition of the Company from that set forth in
the Offering Statement and that subscriptions for the minimum number of Notes have been
received by the Termination Date.

VALIDITY OF THE NOTES

The validity of the Notes being offered hereby is being passed upon for the Company by
C. Richard Davis of Indianapolis, Indiana, and for the Underwriter by Bose McKinney & Evans
LLP, Indianapolis, Indiana. C. Richard Davis is a Director and Executive Vice President of
Davis Holding Corporation, the managing member of the Company and is also a limited partner
(with a 32.9% interest) of Davis Investments, L.P., which owns 99% of the Company. Bose
McKinney & Evans LLP also generally provides legal services to Mainsource Bank which will
serve as both Trustee and Escrow Agent. :

INDEPENDENT ACCOUNTANTS

The consolidated financial statements of the Company as of December 31, 2004, and
2003 and for each of the two years in the period ended December 31, 2004, included in this
Offering Circular, were audited by Katz, Sapper & Miller, LLP, an independent accounting firm
and were prepared in accordance with generally accepted accounting principles (GAAP) in the
United States. The unaudited internal financial statements as of and for the six month periods
ended June 30, 2005 and 2004, included in this Offering Circular, were prepared by the
Company in accordance with GAAP in the United States.

ADDITIONAL INFORMATION

The Company has filed with the Securities and Exchange Commission an Offering
Statement under Regulation A of the 1933 Securities Act, with respect to securities offered
hereby. This Offering Circular does not contain all of the information set forth in the Offering
Statement and the exhibits thereto. For further information with respect to the Company and the
securities offered hereby, reference is hereby made to the Offering Statement and the exhibits
filed therewith, which may be obtained from the principal office of the Comrmssmn in
Washington, D.C., upon payment of the fees prescribed by the Commission.

The Offering Statement may be inspected without charge at the Commission’s prmmpal
office at 100 F Street, NE, Washington, D.C. 20549.
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GLOSSARY OF TERMS

“Affiliate” means a person who, directly or indirectly, controls, is controlled by, or is
under common control with the person specified herein.

“Cash Flow” means the Company’s earnings that are derived from its normal operatfons,
exclusive of extraordinary and nonrecurring items, less interest and dividends, plus certain
noncash charges against earnings such as depreciation, depletion and amortization, determined
according to generally accepted accounting principles. :

“Control” means the power to direct or influence the direction of the management or
policies of a person, directly or indirectly, through the ownership of voting securities, by contract
or otherwise.

“Davis Family” collectively means Charles R. Davis, C. Richard Davis, Bradley C. Davis
and Michael B. Davis.

“Empty Nester” means a person whose children are no longer living in the home.

“Equity Securities” means membership interests or similar securities and convertible
securities, warrants, options or rights that may be converted into, or exercised to purchase
membership interests or similar securities. ‘

“First Time Home Buyer”” means a person who has not previously owned a home.

“First and Second Time Move-up Buyer” means a person who has previously owned a
home (or more than one home) who is seeking a new, more expensive and generally larger home.

“Person” means an individual, corporation, limited liability company, partnership,
association, joint-stock company, trust, unincorporated organization, government or pohtlcal
subdivision of government, or any other legal entity.
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No dealer, salesman, or any other person has been authorized to give  any
information or to make any representation not contained in this Offering Circular in
connection with the offer made by this Offering Circular; and, if given or made, such
information or representation must not be relied upon as having been authorized by the
Company or any underwriter. This Offering Circular does not constitute an offer of any
securities, other than those to which it relates, or an offer or solicitation by anyone in any
Jjurisdiction in which such offer or solicitation is not authorized, or an offer to sell or a
solicitation of an offer to buy to any person in any jurisdiction where such an offer would
be unlawful. Neither delivery of this Offering Circular nor any sale made hereunder shall
under any circumstances create an implication that information contained herein is correct
as of any time subsequent to the date hereof. ‘
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Independent Auditors' Report

To the Members of
Davis Homes, LLC

We have audited the accompanying consolidated balance sheets of Davis Homes, LLC as of December
31, 2004 and 2003, and the related consolidated statements of income, changes in members’ equity

and cash flows for the years then ended. These consolidated financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with anditing standards generally accepted in the United Stam.

Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial

statements. An audit also includes assessing the accounting principles used and significant estimates .
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Davis Homes, LLC at December 31, 2004 and 2003, and the results

of its operations and its cash flows for the years then ended in confonmty with accounting pnnmples
generally accepted in the United States.

‘7(‘5',)4%-« 37’“‘&"’, LLF

Indianapolis, Indiana
March 5, 2005

ww. XKSmcpa . cam




DAVIS HOMES, LLC

CONSOLIDATED BALANCE SHEETS
December 31, 2004 and 2003
{Dollars in Thousands)

Cash

Restricted cash

Homes, land and construction in progress
Building materials inventory

Deposits on land and lots

Investments in and amounts due from related parties

Prepaid expenses and other assets
Property, plant and equipment, net

Total Assets

ASSETS

LIABILITIES AND MEMBERS' EQUITY

Accounts payable

Accrued expenses and other liabilities

Customer deposits

Notes payable and other obligations
Total Liabilities

Members' Equity:
* Paid-in capital
Undistributed earnings
Accumulated other comprehensive income (loss)

Total Members' Equity

Total Liabilities and Members' Equity

See accompanying notes.

2003

2004
$ 694 $ . 9]
1,010 1,183
62,810 60,723
977 874
2,944 3,104
2,409 3,167
3,030 4,287
3441 3,925
$ 77315 _$77.354
$ 9429 § 5817
3,927 4,475
1,024 1,128
48911 52.234
63,291 63,654
5,469 5,469
8,555 8,276
(45)
14,024 13,700
$ 77315 _$77.354
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DAVIS HOMES, LLC

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,2004 and 2003

Horﬁe sales
Cost of sales
Gross Profit from Home Sales
Other operating revenue, net
Financial services operating revenue
Total Other Operating Revenue
Gross Profit
Operating expenses
Homebuilding
Selling

General and administrative

Financial services ‘
Total Operating Expenses

Income from Operations

- Interest expense

" Net income

See accompanying notes.

(Dollars in Thousands) :

2004 % 2003 %
$ 168,523 1000 § 157,748  100.0
141,142 838 132,552 '84.0
27381 16.2 25,196 16.0
122 0.1 819 | 05
1,652 1.0 1,979 1.3
1,774 11 2,798 1.8
29,155 17.3 27.994 177
15,328 9.1 14687 . 94
7.258 43 7.501 438
32,586 13.4 22,188 141
1.541 0.9 1.664 1.1
24,127 14.3 73.852 _15.1
5,028 3.0 4142 | 26
1,065 0.6 938 0.6
20

$ 3963 24 _$ 3204




DAVIS HOMES, LLC

CONSOLIDATED STATEMENTS OF CHANGES IN MEMBERS' EQUITY
Years Ended December 31, 2004 and 2003

BALANCE AT DECEMBER 31, 2002

Net income
Other comprehensive income:

Gain on cash flow hedges

Total Comprehensive Income

Distributions
BALANCE AT DECEMBER 31, 2003
Net income
Other comprehenSive income:

Gain on cash flow hedges

Total Comprehensive Income

Distributions

BALANCE AT DECEMBER 31, 2004

See accompanying notes.

{Dollars in Thousands)
Accumulated
Other i
Paid-in  Undistributed Comprehensive |
Capital Earnings Income (Loss) Total

$5469 § 7491 § (464) _$ 12,496
3,204 3,204
419 419
3,623
(2.419) (2,419)
5,469 . 8,276 (45) 13,700
| 3,963 3,963
45 45
4,008
(3.684) (3,684)

$5469 _$ 8555 _§ - §140%




DAVIS HOMES, LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2004 and 2003
{(Dollars in Thousands)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net cash provided by

operating activities:
Depreciation and amortization
Loss from sale of property, plant and equipment
Change in certain assets and liabilities:
Home, land and construction in progress
Building materials inventory
Deposits on land and lots
Investments in and amounts due from related parties
Prepaid expenses and other assets
Accounts payable
Accrued expenses and other liabilities
Customer deposits
Net Cash Provided By Operating Activities

INVESTING ACTIVITIES
Decrease in restricted cash

Acquisition of property, plant and eqmpment
Proceeds from the sale of property, plant and equipment
Net Cash (Used) in Investing Activities

FINANCING ACTIVITIES
Proceeds from construction and development borrowings
Repayment of construction and development borrowings
Repayment on mortgage note payable
Distributions to members
Net Cash (Used) by Financing Activities

NET INCREASE IN CASH

CASH
Beginning of Year

End of Year

NONCASH INVESTMENT AND FINANCING ACTIVITY

Noncash investing and financing activities:

Distributions of amounts due from related party to members

See accompanying notes.

2003

2004
$ 3963 $ 5,204
910 1199
557 56
(2,087) 7,508
(103) 252
160 0
. (350) (943)
1,097 826
3612 (3,029)
(503) (40%)
{104) i(138)
7152 8528 -
173 2
(886) ©13) .
63 |
(650) ©1D)
146594 124358
(149839)  (129,842)
(78) (72)
(2.576) (2.054)
(5.899) (7610)
603 7
91 84

$ 1,108

$. 365



DAVIS HOMES, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Davis Homes, LLC is principally engaged in the construction of single -family homes for entry-level and first
and second time move-up, buyers in the Indianapolis metropolitan area and the development of land for
residential home sites. In addition, Davis Homes, LLC provides apartment management, construction
management and development services to other entities.

Davis Financial Services, LLC is an Indiana limited liability company which is primarily involved in the
origination and brokerage of residential mortgages on homes sold by Davis Homes, LLC.

Principles of Consolidation: Davis Homes, LLC consolidates entities in which it has a significant
ownership interest and management control is exercised by Davis Homes, LLC over the operations of those

‘entities. Accordingly, the consolidated financial statements include the accounts of Davis Homes, LLC and

its subsidiary operating companies (the "Company"), including Davis Financial Services, LLC. All significant
intercompany accounts and transactions have been eliminated in consolidation.

Revenue Recognition: Home sales are recognized at closing, when title passes to the buyer. The
Company’s homes are generally offered for sale in advance of their construction. The Company’s homes
are generally sold pursuant to standard purchase agreements entered-into prior to commencement of
construction. The Company’s standard form purchase agreement for homes requires the customer to make
an earnest money deposit prior to commencement of construction. This deposit may range from a nominal
amount for an FHA or VA financed purchase to 2% to 3% of the purchase price for a buyer using
conventional financing,

Other operating revenue primarily includes: (i) fees received for the performance of accounting and property
management services for apartment complexes partially owned by a related party or for which the Company
is the general partner (cight in 2004 and 2003); and (ii) loan origination fees and discount points charged to

homebuyers of non-company-built homes by the mortgage brokerage subsidiary of the Company.

Amortization: Debt issuance and deferred financing costs included in prepald expenses and other assets
are amortized on a straight-line basis over the term of the loan agreement.

Homes, Land and Construction in Progress and Cost of Sales: Homes, land and construction in piogress
are carried at cost, which is less than net realizable value, and includes land, land development, direct and
other construction costs, capitalized interest and real estate taxes.

At the time of residential home closings, cost of sales is charged with the actual construction costs incurred
and an estimate of unbilled costs at the time of closing plus an allocation of land and land development,
capitalized interest, real estate taxes and capitalizable common costs, based on the relative sales value
method of accounting. Changes in the estimates of total costs to be incurred on land development projects,
including changes in assumptions with respect to interest rates, will impact the cost of sales allocated to
future lot sales. Slgmﬁcant increases in these estimated costs or interest rates will increase cost of sales and
decrease gross margin in the event the Company is unable to pass these increases through to the buyer The
Company provides a warranty of workmanship and materials with each of its homes. Accordingly, a

warranty reserve, based on the Company’s historical experience, is established as home sales are closed
This reserve is reduced by the cost of subsequent work perfonned
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Interest Capitalization: Interest is capitalized to qualifying real estate inventories as incurred, in
accordance with Statement of Financial Accounting Standards ("SFAS") No. 34, Capitalization of Interest
Cost, and charged to cost of sales as revenue from home sales is recognized.

Building Materials Inventory is stated at the lower of cost or market. Cost is determined under the
weighted average cost method. :

Property, Plant and Equipment are carried at cost less accumulated depreciation, and are principally
depreciated using accelerated methods over the estimated useful lives of the assets. Significant additions
and improvements are capitalized, while expenditures for maintenance and repairs are charged to operations
as incurred. The cost and accumulated deprecnatlon of property sold or retired are removed from the

respective accounts and the resultant gains or losses, if any, are included in current operations.

Long-lived Assets, including the Company's property and equipment and intangible assets, are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable. Recoverability is measured by comparison of the carrying amount to future net
undiscounted cash flows expected to be generated by the related asset. If such assets are considered to be
impaired, the impairment to be recognized is measured by the amount by which the carrying amount exceeds
the fair market value of the assets. To date, no adjustments to the carrying amount of long-lived assets have
been required.

Derivative Instrument and Hedging Activities: The Company has entered into two derivative
transactions principally to protect against the risk of interest rate movements, which expired in February,
2004 and October, 2003, respectively. The Company does not engage in speculative derivative transactions
for trading purposes, Derivative financial instruments involve, to a varying degree, elements of market risk
not recognized in the consolidated financial statements. Market risk related to derivative transactions
entered into to protect against changes in interest rates is mitigated by the Company’s use of (pay-fixed
rates, receive variable rate) derivative instruments. ;

Derivative financial instruments also involve a level of credit risk. Such risk is primarily related to the
possibility of nonperformance by the counterparties involved in the derivative transactions. The Company
mitigates the risk of such nonperformance through its selection criteria for counterparties. The Company
uses reputable financial institutions with high credit ratings as counterparties.

*The Company had one interest rate swap agreement, with a notional amount of $5 million that expired on

February 9, 2004. Under terms of the agreement, the Company paid 8.41%, and received a variable rate.
The Company also had an interest rate swap agreement with a notional amount of $5 million which expired
on October 31, 2003. Under terms of the agreement, the Company paid 9.67%, and received a variable rate.

When the Company enters into a derivative contract, it designates the derivative as a hedge of the variability
of cash flows that are to be received or paid in connection with a recognized asset or liability (a "cash flow"
hedge). Changes in the fair value of a derivative that is h]ghly effective and that is designated and quahﬁes
as a cash flow hedge are recorded in other comprehensive income or loss.

The Company documents the relationships between hedging instruments and hedged items, as well as its
risk-management objective and strategy for undertaking various hedge transactions. This process includes
linking all derivatives that are designated as cash flow hedges to specific assets and liabilities on the balance
sheet. The Company also assesses (both at the hedge’s inception and on an ongoing basis) whether the
derivatives that are used in hedging transactions have been highly effective in oﬁ‘setﬁng changes in the cash
flows of hedged items and whether those derivatives may be expected to remain highly effective in future
periods. When it is determined that a derivative is not (or has ceased to be) highly effective as a hedgc, the
Company discontinues hedge accounting prospectively.

F-9




NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

In all situations in which hedge accounting is discontinued and the derivative remains outstanding, the
Company will carry the derivative at its fair value on the balance sheet, recognizing changes in the falr value
in the statement of income currently.

Adbvertising costs are generally expensed as incurred and totaled $1,703,000 in 2004 and $1,559,000 ih 2003,

Use of Estimates: The preparation of financial statements in accordance with accounting principles -
generally accepted in the United States requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the financial
staternents and the reported amounts of revenues and expenses during the reporting period. Actual resu]ts
could differ from those estimates.

Variable Interest Entities: In December 2003, the Financial Accounting Standards Board issued FASB
Interpretation No. 46R, Consolidation of Variable Interest Entities (“FIN 46R™), effective for non-public
companies no later than fiscal years beginning after December 15, 2004. Under FIN 46R, a variable interest
entity (VIE) is one in which the total equity at risk is not sufficient to finance the entity’s activities without
additional support, or the eqmty investors do not have the obligation to absorb the expected losses of the
entity. FIN 46R requires the primary beneficiary of the VIE to consolidate the VIE’s assets, liabilities, and
results of operations for financial reporting purposes.

The Company has evaluated its interests in other entities and management has determined that the Company
does not interact with a variable interest entity in which the Company would be considered the primary
beneficiary. As aresult, FIN 46R will not have a material impact on the Company’s consolidated ﬁnanc1al
statements. .

Reclassifications: Certain items in the 2003 consolidated financial statements have been rec]a551ﬁed to
conform to the presentation in the 2004 consolidated financial statements.

NOTE 2 - CASH

The Company maintains its cash in bank deposit accounts Wthh at times, may exceed federally msured
 limits. At December 31, 2004 and 2003, restricted cash includes escrow deposits of $110,000 and $283, 000,
- respectively, $525,000, that is restricted pursuant to a subordinated note trustee agreement, and $375,000 that
is restricted. pursuant to a compensating balance arrangement with a lender. ‘
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NOTE 3 - ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND HEDGING ACTWITIES

Effective January 1, 2002, the Company adopted SFAS No. 133, Accounting for Derivative Instruments
and Hedging Activities, as amended. Accordingly, the Company recognizes all derivative financial
instruments in the consolidated financial statements at fair value. Changes in the fair value of the
instruments are either recognized periodically in eamings or in members’ equity as a component of other
comprehensive income depending on whether the instruments qualify for hedge accounting. Changes in fair
values of instruments not qualifying for hedge accounting are reported in the statement of income. Prior to
2002, unrealized gains or losses on derivative instruments used for hedging losses on derivative instruments
were generally not required to be reported in the consolidated financial statements.

For 2004 and 2003, gains of approximately $45,000 and $419,000, respectively, on cash flow hedges were
charged to other comprehensive income. At December 31, 2004 and 2003, the Company’s accumulated
other comprehensive loss on interest rate swaps was $0 and $45,000, respectively. For 2004 and 2003, the
Company recognized interest recoveries of $13,000, for the total meﬁ'echve portion of the interest rate
swaps. .

NOTE 4 - HOMES, LAND AND CONSTRUCTION IN PROGRESS

Homes, land and construction in progress are summarized as follows at December 31, 2004 and 2003 (in

thousands):
2004 2003
Developed Jand and homes under construction $34.424 $33,i40
Spec homes available for sale ‘ 11,379 9,945
Model homes . 7,409 5,732
Land currently in development ) 6,958 7,159
Undeveloped land 2,640 4,747

$62810  $60.723

Capitalized interest included in real estate inventories at December 31, 2004 and 2003 aggregated
approximately $2.1 million and $1.9 million, respectively.

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at historical cost and are summarized as follows at December 31,
2004 and 2003 (in thousands): ‘

2004 2003

Building and leasehold improvements $ 2,599 $ 2,536
Equipment and furniture 2,023 1,919
Model home furniture 1478 3171
Vehicle 155 148
Construction in progress 198 ‘
6,453 7,174
Less: Accumulated depreciation (3.012) (3849
Total Property, Plant and Equipment ‘ $ 3441 $ 3925

Depreciation expense for 2004 and 2003 aggregated $750,000 and $1,058,000, respectively.
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NOTE 6 - INTANGIBLE ASSETS

At December 31, 2004 and 2003, intangible assets consisted of the following (in thousands):

2004 . ' 2003 |
Gross Accumulated Gross Accumulated
Amount Amortization Amount Amorﬁzation
Debt issuance costs $ 947 $406 $ 947 $252
Deferred financing costs 76 ' 11 76 5
1,023 $417 1.023 5_25_7_ -

The estimated amortization expense for each of the next five years is as follows: $160,283 in 2005, $142 299
in 2006, $62,690 in 2007 through 2009.

NOTE 7 - NOTES PAYABLE AND OTHER OBLIGATIONS

Notes payable and other obligations are summarized as follows at December 31, 2004 and 2003 (in
thousands):

2004 2003

Real estate and construction loans from banks $35274 $38,520
Subordinated notes . ) ‘ : ‘ 9,975 9,975
Building materials loan 2,000 2,000
Building mortgage 1,662 1,739

$48911 $52.234

Real estate and construction loans consist of land, land development and construction loans from financial
institutions. The loans bear interest at annual rates ranging from prime minus .25% to prime plus .50%,
which was 5.25% and 4.00% at December 31, 2004 and 2003, respectively, and are normally repaid through
application of agreed upon amounts from the proceeds of home closings. The loan agreements include
customnary representations and covenants, including completion guarantees on land development projects.
Outstanding indebtedness under these facilities is secured by liens on the Company’s real estate inventories.
The home construction loan agreements with these financial institutions allow the Company to borrow up to
$70 million to finance the construction of homes. Under these agreements, $23 8 mﬂllon was borrowed at an
average: rate of 5.00% at December 31, 2004.

On September 11, 2001, the Company offered for sale $5,000,000 of subordinated notes (the 2001 Notes")
via an offering filed on Form I-A with the Securities and Exchange Commission. On September 27, 2001,
October 26, 2001 and November 14, 2001, the Company closed on the sale of approximately $3.9 million,
$700,000 and $400,000, respectively, of the 2001 Notes, and received proceeds of approximately $3.6 million,
$600,000 and $370,000, respectively. The 2001 Notes bear interest at a weighted average rate of 10.75%
and are subordinated to the Company’s third-party debt. The 2001 Notes mature on June 30, 2006 and 2008
in equal installments of $2.5 million. The fair market value of the 2001 Notes, estimated using rates currently

available to the Company for debt with similar terms and maturities, is not significantly different from book
value at December 31, 2004 and 2003.

On March 12, 2003, the Company oﬁ'ered for sale $5,000,000 of subordinated notes (the “2003 Notes’ ') via
an offering filed on Form I-A with the Securities and Exchange Commission. On May 1, 2003 and June 30,
2003, the Company closed on the sale of approximately $2,878,000, and $2,122,000, respectively. The 2003

Notes bear interest at a weighted average rate of 10.00% and are subordmated to the Company s third-party
debt. The 2003 Notes mature-on April 15, 2011. _
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NOTE 7 - NOTES PAYABLE AND OTHER OBLIGATIONS (CONTINUED) ‘
The building materials loan is secured by a lien on the Company’s building materials inventory and bears
interest at prime. Other indebtedness consists of various borrowings and other obligations. ;

In May 2002, the Company entered into a mortgage note of $1,845,000 on the building used in its wall panel
and roof truss assembly operation. The mortgage note requires monthly payments of $17,000, including
interest computed at 7.49% through June 2017, at which time all outstanding principal and interest are due.
The note is secured by the related real estate.

Additionally, one of the beneficial owners of the Company has personally guaranteed loans of the Company
aggregating $4.0 million and $6.4 million at December 31, 2004 and 2003, respectively.

At December 31, 2004, the future minimum aggregate principal maturities for the above obligations were as
follows (in thousands):

Year Ending

December 31 Principal
2005 $23245
2006 13,655
2007 ' 1,886
2008 2,867
2009 ‘ 413

During 2004 and 2003, the Company paid $3.0 million and $4.2 million, respectively, for interest, mcludmg
~ amounts capitalized of $3.3 million in each year. ‘

NOTE 8 - INCOME TAXES

Davis Homes, LLC, a limited Liability company, is generally not responsible for income taxes, as its members
. are taxed for their respective shares of the Company’s taxable income at their individual income tax rates.

Historically, the Company has made distributions to the members to enable them to pay the taxes on this

income. ‘

NOTE 9 - RELATED PARTY TRANSACTIONS

Investments in and amounts due from related parties as shown on the consolidated balance sheets represents
investments in entities affiliated with the beneficial owners of the Company and amounts due from the
beneficial owners of the Company or entities affiliated with these owners and is summarized as follows at
December 31, 2004 and 2003 (in thousands):

2004 2003

Advances $1,818 $2418
Management fee receivable 280 438
Investments in related parties 311 n

$2.409 $3, g 67

Included in prepaid expenses and other assets are investments in affiliates of $183,000 at December 31 2004
and 2003.
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NOTE 9 - RELATED PARTY TRANSACTIONS.(CONTINUED)

On January 1, 2003, the Company renewed an operating lease agreement with a limited partnership, in which
each of the beneficial owners of the Company has an ownership interest to lease office space for a term of
five years with two options to renew for five additional years. Lease payments were $450,000 and $445 000
n 2004 and 2003, respectively. ‘

Other operating revenue includes approximately $387,000 and $362,000 in 2004 and 2003, respectively, for
fees received in connection with managing the operations of eight apartment complexes, for which the
Company or one of the beneficial owners of the Company serves as the general partner. The beneficial
owners of the Company have aggregate ownership interests ranging from 1% to 100% in the limited
partnerships.

Davis Investments, L.P., the majority owner of the Company, has a redemption obligation to a parmef As
of December 31, 2004 ﬁxture principal obligations to the partner total $1.6 million, which are paid through
distributions from the Company. '

The Company declared distributions of $3,684,000 and $2,419,000 during 2004 and 2003, respectively.

NOTE 10 - EMPLOYEE BENEFIT PLAN

The Company has a retirement savings and profit-sharing plan for its employees which allows participants to
make contributions by salary reduction pursuant to Section 401(k) of the Internal Revenue Code. Employee
contributions are matched by the Company at the rate of 50 cents per dollar up 'to 5% of total compensation.
In addition, the Company may contribute a discretionary amount out of current or accumulated net income.
Employees vest immediately in their contributions and vest in the Company contributions over a service
period of five years. The Company’s expenses for the Plan were $161,000 and $152,000 in 2004 and 2003,
respectively.

NOTE 11 - COMMITMENTS AND CONTINGENCIES

The Company leases its office space (from a related party) and certain equipment (from unrelated third
parties) under noncancellable operating leases that expire at various dates through 2007. Rent expense
under such Jeases aggregated $77l 000 and $732, 000 for 2004 and 2003, respectlve]y ‘

Minimum annual rental commitments under noncancellable operaung Jeases are as follows (in thousands)

Year Ending S - Rental
December 31 Payments
2005 § 737
2006 645
12007 590 |
2008 69
2009 57
Thereafter 63
$2.161
F-14




NOTE 11 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

. The Company has entered into several agreements with various independent developers whereby it must

purchase 991 residential building lots in various subdivisions. ‘The lots range in price from $25,000 to $50,600.
Together, the agreements required advance deposits of $2,102,100 and letters of credit totaling $150,000.

The deposits will be returned upon purchase of the last lots or credited against the price of the lots,
depending on the terms of agreement. All of the agreements have been entered into without recourse to the
Company. The agreements include certain restrictions, the most significant of which requlres the Company
to purchase a minimum number of lots each calendar month or quarter. ‘

At December 31, 2004, the Company was required to make purchases as follows:

Year Ending Number of
December 31 Lots
2005 410
2006 288
. 2007 165
2008 113
2009 15

In the normal course of business and pursuant to certain loan agreements and arrangements with certain
municipalities, the Company guarantees completion of subdivision development work.

During 2000, the Company executed a sale -leaseback transaction for 37 model homes with a financial
institution in accordance with a master sale and rental agreement. Total sales proceeds were approximately
$5.7 million with a related model homes cost of approximately $4.8 million. In connection with the sale, the
Company has a note receivable from the financial institution of approximately $600,000 payable upon
completion of the lease term for each home, generally ranging from 12 months to 36 months. The note bears
interest at LIBOR plus 4.5%. The cash proceeds upon closing were used to pay down Company debt

For 2004 and 2003, the Company recognized approximately $78,000 and $169,000, respectively, of i income
re]ating to the sale-leaseback transaction. The remaining gain on sale is deferred and is being amortized to
income based on the remammg lease term of the model homes. The Company generally expects to lease the -
model homes for periods ranging from 12 to 36 months depending on completion of the respective
development. The total annual lease commitment under terms of the master sale and rental agreement as of
December 31, 2004 is approximately $17,000. cL . - ,

The Company is involved in various routine legal proceedings incidental to the conduct of its business.. ‘

Management believes that none of these legal proceedings will have a material adverse impact on the
financial condmon results of operations or cash flows of the Company.
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DAVIS HOMES, LLC

CONSOLIDATED BALANCE SHEETS
JUNE 30, 2005 and 2004
(Dollars in Thousands)

ASSETS
2005 2004

Cash 244 630
Restricted cash 1,026 1,386
Homes, land and construction in progress 64,219 63,350
Building materials inventory 1,498 1,041
Deposits on land and lots 2,757 2,903
Investments in and amounts due from related parties 2,570 3,566
Prepaid expenses and other assets 2,902 5,350
Property, plant and equipment, net 4,319 3,889

Total Assets 79,535 82,115

LIABILITIES AND MEMBERS' EQUITY

Accounts payable 7,375 7,905
Accrued expenses and other liabilities 3,452 5,003
Customer deposits 1,050 1,361
Notes payable and other obligations 55,449 55,083

Total Liabilities 67,326 69,352

Members' Equity:

Paid-in capital 5,469 5,469
Undistributed earnings 6,740 7,280
Accumulated other comprehensive income (loss) - 14
Total Members' Equity 12,209 12,763
Total Liabilities and Members' Equity 79,535 82,115

Unaudited Statements
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DAVIS HOMES, LLC

CONSOLIDATED STATEMENTS OF INCOME

Six-month period ended June 30, 2005 and 2004

Home Sales
Cost of Sales

Gross Profit from Home Sales

Other operating revenue, net
Financial services operating revenue

Total Other Operating Revenue
Gross Profit
Operating expenses:
Homebuilding
Selling
G&A

Financial Services

Total Operating Expenses

Income from Operations

Interest expense

Net (Income)/Loss

(Dollars in Thousands)

June 30, 2005

76,731
66,192

10,539

619
1,035

1,654

12,193

7,092
3,140

769

11,001

1,192

1,177

15

Unaudited Statements
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100.0%
86.3%

13.7%

0.8%
1.4%

2.2%

15.9%

92%
4.1%

1.0%

14.3%

1.6%

1.5%

0.0%

June 30, 2004

68,225
57,478

10,747

755
825

1,580

12,327

7,244
3,055

785

11,084

1,243

735

508

%

100.0%
84.3%

15.7%

1.1%
1.2%

2:3%

18.:00/0

10.6%
4:5‘7/0

1.1%

16:2%
1.8%

1.1%

0.7%
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Exhibit 6.03

Credit Agreement with The Huntington National Bank,
dated April 1, 2001, as amended and restated




SECOND-THIRD AMENDED AND RESTATED CREDIT AGREEMENT

THIS SECONB-THIRD AMENDED AND RESTATED CREDIT AGREEMENT, made
and entered into effective as of the . day of December, 2004, 5 -day-ofJuly--2662 by and
between DAVIS HOMES, LLC, an Indiana limited liability company having its principal office
at 3755 East 82™ Street, Indianapolis, Indiana 46240, and THE HUNTINGTON NATIONAL

BANK, a national banking association having its principal banking office at Capital Center, 201
North Illinois Street, Suite 1800, Indianapolis, Indiana 46204,

WITNESSES THAT:

WHEREAS, Lender has extended to Borrower a revolving line of credit in the principal
amount of Fifteen Million and no/100 Dollars ($15.000.000.00). pursuant to a certain Second
Amended and Restated Credit Agreement dated effective July 5, 2002, executed by and between
Borrower and Lender. as amended (hereinafter referred to_as the “Second Restated Loan
Agreement”), which Second Restated T.oan Agreement amended and restated in its entirety a
certain First Amended and Restated Credit Agreement dated effective November 12, 2001.
executed by and between Borrower and I.ender (hereinafter referred to as the “First Restated
Loan Agreement”), which First Restated I.oan Agreement amended and restated in its entirety a
certain Credit Agreement dated effective April 11, 2001, executed by and between Borrower and
Lender (hereinafier referred to as the “Original Loan Agreement™) (the Second Restated Loan

Agreement, the First Restated Loan Agreement and the Original Loan Agreement are hereinafter
referred to collectlvely as the “Prior Loan Agreements”) Le&der—has—e*tended—te—%eﬁewer—a

WHEREAS, Davis Holding Corporation, an Indiana corporation, and Davis Investment,
L.P., an Indiana limited partnership (hereinafter referred to individually as a “Guarantor” and
collectively as “Guarantors”) each executed in favor of Lender a separate first replacement
continuing guaranty dated July 5, 2002-Nevember12:-2061;

WHEREAS, the line of credit extended pursuant to the PrierLoan-AgreementSecond
Restated Loan Agreement matured on_November 15, 2004-July-5:2002; and

WHEREAS Borrower has requested that Lender amend modrfy and renew the revolving

s pd-the-m h : 03;-and Lender is w11]mg to
1ncrease and extend such line of credrt, subject to, inter alia, the terms and conditions contained
herein and the condition that Guarantors each execute a replacement continuing guaranty
guaranteeing the payment when due of the principal of and interest on all present and future

indebtedness and obligations of Borrower to Lender—in--aeccordance—with-the-Guaranties—as
hereinafier-defined:
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NOW, THEREFORE, in consideration of the premises and the agreements and
undertakings set forth herein, and other good and valuable consideration, the receipt and
sufficiency of which are acknowledged, Borrower and Lender agree that this Agreement shall

amend, modify, restate and replace in its entirety the Second Restated Loan Agreement and
further agree as follows:

ARTICLE ]

DEFINITIONS AND TERMS

All accounting calculations and reports shall be prepared and all accounting terms shall
be defined in accordance with generally accepted accounting principles for financial accounting

purposes unless otherwise hereinafter specified. The following terms shall have the meaning
indicated when capitalized and used herein:

“Affiliate” means any Person who, directly or indirectly, is in control of, is controlled by,
or is under common control with, Borrower. For purposes of this definition, a Person shall be
deemed to be “controlled by” Borrower if Borrower or a director, officer, shareholder or
employee of Borrower or the spouse, child, nominee or agent thereof possesses, directly or
indirectly, power to (i) vote 10% or more of the securities having ordinary voting power for the
election of directors of such Person or (ii) direct or cause the direction of the management and
policies of such Person, whether by contract or otherwise, and the legal representative, successor
or assign of any such Person.

"Agreement” means this Seeond-Third Amended and Restated Credit Agreement as from
time to time amended or modified.

"Bank Debt" means the total amount of all indebtedness and obligations of Borrower to
any financial institution (including without limitation, any subordinated debt) whether primary.
secondary, direct. contingent, fixed or pavable, heretofore, now and/or from time to time
hereafter owing, due or payable, however evidenced, created, incurred, acquired or owing and
however arising, whether under written or oral agreement, operation of law, or otherwise,

"Borrower"” means DAVIS HOMES, LLC, an Indiana limited liability company.

"Borrowing Availability Amount" means the sum of (a) the aggregate Eligible Borrowing
Base for Contract Homes, plus (b) the lesser of (i) the aggregate Eligible Borrowing Base for
Speculative Homes or (ii) Three Million Seven Hundred Fifty Thousand and no/100 Dollars
(83,750,000.00), plus (c) the lesser of (i) seventy-five percent (75%) of the aggregate purchase

price paid by Borrower for Unimproved Lots or (ii) One Million Five Hundred Thousand and
no/100 Dollars ($1,500,000.00).

"Borrowing Base Report" means a completed certificate in such form as Lender may

require detailing such information as Lender may require regarding the current Borrowing
Availability Amount.

"Collateral” means all of the real, personal and intangible property from time to time
mortgaged, granted and assigned to Lender pursuant to Article IV of this Agreement.
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"Contract Home" and "Contract Homes" means individually and collectively a residential
home under construction, and accompanying platted lot, owned by Borrower which is under
contract to be sold to an independent third party upon the completion of construction and on
which Borrower has granted to Lender a Mortgage to secure the Line of Credit.

"Current Ratio"” means the ratio of (a) current assets of Borrower, as determined by
generally accepted accounting principles for financial accounting purposes, to (b) current
Liabilities of Borrower, as determined by generally accepted accounting principles for financial
accounting purposes. all as determined by Lender in its sole reasonable discretion. Lender’s

determination of Current Ratio shall be based upon the financial statements for Borrower
provided to Lender pursuant to Section 8.1 of this Agreement.

"Default" means an event or condition which with the giving of notice or lapse of time or
both would become an Event of Default. :

"Eligible Borrowing Base” for Contract Homes and for Speculative Homes means the
aggregate amount of advancements Borrower shall be entitled to at any point in time under the
Line of Credit which are attributable to Contract Homes or Speculative Homes, as applicable, as
determined under Section 3.3 of this Agreement.

"Event of Default" means the occurrence of any event or condition under Section 9.1 and
the failure to eliminate such event or condition within any time provided therefor.

"Finished Product Ratio" means as of any point in time a percentage, the numerator of
which shall be (a) the sum of the fair market value of all (i) completed Speculative Homes
owned by Borrower_and (ii) all other completed homes held by Borrower for sale. and the
denominator_of which shall be (b) the sum of the fair market value of (i) completed Speculative
Homes owned by Borrower, (ii) all other completed homes held by Borrower for sale, (iii) all
Unimproved Lots owned by Borrower, (iv) the total aggregate cost incurred to date for all
Speculative Homes under construction which are not yet completed. and (v) the total aggregate
cost_incurred to date for all Contract Homes whether completed or under construction, all as
determined by Lender in its sole reasonable discretion. lLender’s determination of Finished

Product Ratio shall be tested guarterly based upon the Borrowing Base Reports provided to
Lender.
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“Guarantor” and “Guarantors” means individually and collectively Davis Holding
Corporation, an Indiana corporation, and Davis Investments, L.P., an Indiana limited partnership.

“Guaranty” and “Guaranties” means individually and collectively that certain Second |
Replacement Continuing Guaranty executed simultaneously herewith by each Guarantor in
connection with this Agreement, as such guaranties may be modified or amended from time to

time and/or any guaranty or guaranties which replace or restate such continuing guaranty or
guaranties.

"Hazardous Materials" shall mean asbestos, ureaformaldehyde foamed in place
insulation, polychlorinated biphenyls, and all other materials and substances that may be
considered hazardous or toxic (including but not limited to those materials termed hazardous
wastes, hazardous materials, toxic substances or hazardous substances as defined in the Solid
Waste Disposal Act of 1985, in the Comprehensive Environmental Response Compensation and
Liability Act of 1980, as amended, 42 U.S.C. Sec. 9601 et seq. or in any similar federal, state or
local law and/or in the regulations adopted in publications promulgated pursuant to such laws, or
as such laws or regulations may be further amended, modified or supplemented).

"Indebtedness” means all obligations and liabilities of Borrower to pay money to any
Person (including without limitation all debts, claims and indebtedness) whether primary,
secondary, direct, contingent, fixed or payable, heretofore, now and/or from time to time
hereafter owing, due or payable, however evidenced, created, incurred, acquired or owing and
however arising, whether under written or oral agreement, operation of law, or otherwise.
Indebtedness includes, without limiting the generality of the foregoing: (a) obligations or
liabilities of any Person that are secured by any lien, claim, encumbrance, or security interest
upon property owned by Borrower even though Borrower has not assumed or become liable for
the payment therefore; and (b) obligations or liabilities created or arising under any lease of real
or personal property, or conditional sale or other title retention agreement with respect to
property used and/or acquired by Borrower, even though the rights and remedies of the lessor,
seller and/or lender thereunder are limited to repossession of such property.

"Lender" means THE HUNTINGTON NATIONAL BANK or its successors and assigns.

"Line of Credit" means the advance or advances to be made from time to time by Lender
to Borrower pursuant to the terms of Article II of this Agreement.

"Line of Credit Note" means that certain Eirst-Second Replacement Promissory Note of |
Borrower dated of even date herewith executed by Borrower and payable to the order of Lender
in the principal amount of Fifteen Miilion and no/100 Dollars ($15,000,000.00) as such
promissory note may be modified or amended from time to time and/or any promissory note

which is a direct or remote renewal, extension, restatement or replacement of such promissory
note.

Q

"Mortgage" and "Mortgages" means individually and collectively a first real estate
mortgage in such form as Lender may require, to be executed and delivered by Borrower to
Lender to encurnber a Contract Home, a Speculative Home or an Unimproved Lot to secure the
Line of Credit, as from time to time amended, modified, replaced or restated._ Mortgages shall {
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include, without limitation, any and all existing Mortgages executed by Borrower in favor of
Lender pursuant to any of the Prior Loan Agreements.

"Net Worth" means the sum of (i) member's equity and (ii) retained earnings. Members’
equity shall include debt which is subordinated in payment to the Line of Credit under terms and
conditions acceptable to Lender and such subordinated debt shall not be deemed to be
Indebtedness for purposes of calculating Net Worth. Net Worth shall not include funds
advanced by Borrower to any Affiliate outside the normal course of Borrower’s business.

"Person” means any individual, sole proprietorship, partnership, joint venture, trust,
unincorporated organization, association, corporation, institution, entity, party or government
(whether national, federal, state, county, city, municipal or otherwise, including without
limitation, any instrumentality, division, agency, body or department thereof).

"Prime Rate" means the fluctuating rate of interest designated by Lender from time to
time as its "Prime Rate" of interest, such interest rate to change as and when the Prime Rate
changes.

“Rate Management Transaction” means any transaction (including any agreement with
respect thereto) now existing or hereafter entered into between Borrower and Lender, or any of
Lender’s subsidiaries or affiliates or their successors, which is an interest rate protection
agreement, foreign currency exchange agreement. commodity price protection agreement, or
other interest or currency exchange rate or commodity price hedging arrangement, including
without limitation (i) any rate swap, basis swap, forward rate transaction, commodity swap.
commodity option, equity or equity index swap. equity or equity index option. bond option,
interest rate option, foreign exchange transaction, cap transaction. floor transaction, collar
transaction. forward transaction. currency swap transaction, cross-currency rate swap transaction,
currency option or any other similar hedging arrangement or transaction (including any option
with respect to any of these transactions) or any combination thereof, whether linked to one or
more_interest rates. foreign currencies, commodity prices. equity prices or other financial
measures and (ii) any transaction which is governed or evidenced by an ISDA Master Agreement

and any related schedule, confirmation or document confirming or evidencing the transaction or
trade details

"Speculative Home" and "Speculative Homes" means individually and collectively a
residential home built or under construction, and accompanying platted lot, owned by Borrower
which is to be used as a model home for sales purposes or is for sale but is not currently under
contract to be sold to an independent third party and on which Borrower has granted to Lender a
Mortgage to secure the Line of Credit.

"Tangible Net Worth" means the Net Worth minus the value of all intangible assets as
determined by generally accepted accounting principles for financial accounting purposes.
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“Ultimate Borrowing Availability Amount” means, from time to time, the sum of the (a)
the aggregate Ultimate Borrowing Base for Contract Homes, plus (b) the aggregate Ultimate
Borrowing Base for Speculative Homes, plus (c) seventy-five percent (75%) of the aggregate
purchase price of Unimproved Lots.

"Ultimate Borrowing Base for a Contract Home" means eighty percent (80%) of the
contracted sales price of a Contract Home.

"Ultimate Borrowing Base for a Speculative Home" means seventy-five percent (75%) of
the appraised market value of a Speculative Home as determine under Section 3.2 of this
Agreement.

"Unimproved Lot" and "Unimproved Lots" means individually and collectively an
unimproved platted residential lot owned by Borrower which is for sale or upon which Borrower
intends to construct a home at some point in the future but upon which Borrower has not yet
commenced construction of a home and on which Borrower has granted to Lender a Mortgage to
secure the Line of Credit.

The Line of Credit Note and the Mortgages and the terms and conditions thereof are
hereby incorporated by reference and made a part of this Agreement.

ARTICLE 1

LINE OF CREDIT

Section 2.1  Line of Credit. Lender shall, subject to the terms and conditions of this
Agreement, establish the revolving Line of Credit in the maximum principal amount of Fifteen
Million and no/100 Dollars ($15,000,000.00) to be used by Borrower to finance Borrower’s
inventory of Unimproved Lots and to finance the construction of the Contract Homes and the
Speculative Homes. The Line of Credit shall be advanced as provided in Article III of this
Agreement, shall have a maturity date as specified in the Line of Credit Note, shall bear interest
and shall be evidenced by and payable as specified in the Line of Credit Note.

Section 2.2 Interest Rates. The Line of Credit shall bear interest at a rate per annum that
is equal to one guarter of one percent (.25%) below the rate from time to time announced by
Lender as its Prime Rate with changes in the interest rate to take effect on the same day as each
change in such Prime Rate takes effect. Interest on the Line of Credit shall be calculated on the
basis of 360 days years applied to the actual number of days elapsed.

Section 2.3 Required Payment Terms. The unpaid principal balance of the Line of
Credit shall be repaid from time to time so that the unpaid balance thereof never exceeds the
Borrowing Availability Amount.

Section 2.4 Prepayment. The Line of Credit may be prepaid at any time without
premium or penalty and Borrower shall have the right to have any prepayments of the Line of
Credit readvanced pursuant to the terms of this Agreement provided that the unpaid principal
balance of the Line of Credit Note shall never exceed the Borrowing Availability Amount. In
addition, Borrower shall be required to prepay the principal amount outstanding under the Line
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of Credit Note to the extent necessary to satisfy the requirement that the unpaid principal balance
of the Line of Credit Note shall never exceed the Borrowing Availability Amount.

ARTICLE 111
ADVANCEMENTS OF THE LINE OF CREDIT

Section 3.1 Advancement of Line of Credit. Advancements of the Line of Credit shall

be made from time to time, but no more than semi-monthly, up to the amount of the Borrowing
Availability Amount by deposit to an account or accounts of Borrower with Lender upon receipt
by Lender of a current written request in form and substance as Lender may require provided that
no Default has occurred and that Lender has received a current Borrowing Base Report with such
request. In the event that Lender makes an advance based upon a telephonic request, Borrower
upon request shall deliver a confirming written receipt to Lender. No advancement shall be
made within the seven (7) day period prior to maturity of the Line of Credit. Lender may, at its
discretion, require in connection with each advancement hereunder, the title company issuing the
title commitment and policy with respect to each property included in the Eligible Borrowing
Base to insure against any lien (other than the lien of the Mortgage and the security interest
pursuant to the Mortgage) down to the date of such advancement in a manner acceptable to
Lender. The proceeds of all advancements obtained by Borrower under this Agreement shall be
used for the purchase of the Unimproved Lots, the payment of construction costs duly contracted
for and incurred by Borrower in connection with the construction of the Speculative Homes and
Contract Homes, any interest owed by Borrower to Lender and any other proper charge incurred
by Borrower in establishing the Line of Credit. Lender at its option may waive or modify
advancement procedures or requirements as set forth in this Agreement. Notwithstanding
anything in this Agreement to the contrary, Lender shall not be required to finance the purchase
of an Unimproved Lot or the construction of a Contract Home or Speculative Home, if, at the
time of such purchase or the commencement of such construction, the Ultimate Borrowing
Availability Amount exceeds, or would be caused to exceed as a result of such financing, the
maximum principal amount of the Line of Credit set forth in Section 2.1.

Section 3.2 Determining Ultimate Borrowing Base. The Ultimate Borrowing Base for a
Contract Home and Speculative Home shall be based upon their assumed or actual appraised
values. Contract Homes will not require an appraisal. The market value will be assumed to be
the actual contract sales price. Speculative Homes will have advance rates that will be based on
appraisals. Lender will accept market values derived under a “master appraisal” format with the
appraiser being approved by Lender. For purposes of this paragraph, a master appraisal shall be
an appraisal of each type of model of Speculative Home_to be built in each residential
subdivision. No appraisal shall be required for any additional Speculative Homes of the same
mode] type which are to_be built in the same residential subdivision, except as required in this
Section for appraisal values which are more than 12 months old. The technical issues as to the
methodology used will need to be mutually agreed upon by Borrower and Lender’s technical
services department. If a at any point in time the dates of these appraised values as set forth in
any master appraisal are more than 12 months old, new updated appraisals shall be required to be
provided before any further funds will be advanced under the Line of Credit for any model of
Speculative Home which is covered by such master appraisal. Consideration will be given to
appraisals previously prepared provided they were prepared for another financial institution and
that financial institution, in writing, provides assignment to Lender of the reports under federal
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banking regulation (FIRREA) and the appraisals meet approval with Lender’s technical services
department. The Ultimate Borrowing Base for a Contract Home shall be eighty percent (80%) of
the contracted sales price of the Contract Home. The Ultimate Borrowing Base for an
Unimproved Lot shall be seventy-five percent (75%) of the contracted sales price. The Ultimate
Borrowing Base for a Speculative Home shall be seventy-five percent (75%) of the appraised
market value of the Speculative Home as determined by the master appraisal for the particular
model of such Speculative Home. '

Section 3.3 Determining Eligible Borrowing Base. The Eligible Borrowing Base for a
Contract Home and a Speculative Home shall be determined based upon the percentage of
completion of the construction of such Contract Home and Speculative Home. The Eligible
Borrowing Base at any point in time for a Contract Home and a Speculative Home shall be equal
to an amount equal to (i) the Ultimate Borrowing Base for a Speculative Home or the Ultimate
Borrowing Base for a Contract Home, as applicable, times (ii) the sum of each of the following
percentages which are applicable to such home:

Upon the purchase of the lot: 20%

Upon the completion of the framing: 40% 45%
3 . 0,

Upon the completion of the interior trim installation: 40% 5%

Total 100%

In determining whether the construction of each Contract Home and Speculative Home has
reached a stage sufficient to satisfy the make such home eligible for an advancement of the Line
of Credit pursuant to the above formula, such stage of construction shall be completed in a
manner reasonably satisfactory to Lender. Each request for an advancement shall be supported
by such documentation regarding the status and completion of construction as Lender may
reasonably require. If required by Lender, an inspecting engineer acceptable to Lender shall
inspect any Speculative Home or Contract Home for which new funds are being requested be
advanced under the Line of Credit to confirm in writing the satisfactory percentage completion
of construction. Borrower shall reimburse Lender for all fees incurred in connection with such
inspections.

ARTICLE IV
COLLATERAL

The indebtedness and obligations of Borrower to Lender under this Agreement, the Line
of Credit, under any Rate Management Transaction and under any other agreement, instrument
or document executed in connection herewith shall be secured by, among other things, the
following:

()  the Mortgages granting a first mortgage lien covering each Unimproved
Lot, Contract Home and Speculative Home and improvements located thereon, an
assignment of all rents and leases and sales contracts covering such properties and a
security interest in all equipment, fixtures, contract rights, sales contracts and general
intangibles located in or arising in connection with the Contract Homes and Speculative
Homes, incorporated in the improvements located thereon or used in connection
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therewith, free and clear of all rights, liens, encumbrances or title retention claims of any
other party except as may be allowed by Lender in its sole discretion; Borrower
acknowledges and confirms that each Mortgage executed to secure the indebtedness and
obligations of Borrower under any of the Prior Loan Agreements extends to, includes and
is effective with respect to this Agreement, the Line of Credit, the Indebtedness and the
Line of Credit Note, and all other indebtedness and obligations of Borrower to Lender
more particularly described in the Mortgage as being secured thereby;

(b) any other security agreements or documents from time to time executed to
Lender in connection with this Agreement or the Line of Credit.

Borrower agrees that in the event Borrower and Lender. or any subsidiary or affiliate of
Lender, enter into any Rate Management Transaction, Borrower shall be responsible for any and
all obligations, contingent or otherwise, whether now existing or hereafter arising, of Borrower
to Lender, or to any of Lender’s subsidiaries or affiliates or successors arising under or in
connection with any such Rate Management Transactions, all of which obligations shall be
considered part of the indebtedness and obligations of Borrower arising hereunder, secured by
the Mortgages and entitled to all of the benefits and protections afforded to Lender under or
pursuant to the Mortgages. Borrower agrees that for purposes of the Mortgages. any
indebtedness and obligations which Borrower may have to any subsidiary or affiliate of Iender
in connection with_any Rate Management Transaction shall be deemed to be indebtedness and
obligations owed directly to Lender and shall be secured by the Mortgages and may be collected
and recovered by Lender in any action to enforce the Mortgages as_if such indebtedness and
obligations were directly owed to Lender.

ARTICLE V

GUARANTIES

Payment when due of the indebtedness and obligations of Borrower to Lender under this
Agreement, the Line of Credit and under any other agreement, instrument or document executed
in connection with this Agreement shall be unconditionally guaranteed by each Guarantor
pursuant to and subject to the terms of the Guaranties executed simultaneously herewith by each
Guarantor in favor of Lender.

ARTICLE VI

GENERAL CONDITIONS PRECEDENT

Each of the following shall be a condition precedent to the first advancement of the Line
of Credit. The conditions set forth in items (h) through (u) shall be conditions precedent to the
first advancement of the Line of Credit made with respect to each Unimproved Lot, Contract
Home and Speculative Home, as applicable. The conditions set forth in items (w) and (x) shall
be conditions precedent to each subsequent advancement of the Line of Credit provided,
however, that any condition not satisfied at the time of the first advancement of the Line of
Credit shall not be deemed waived but shall be satisfied as Lender may later require:
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(a) Loan Documents. Borrower shall execute and deliver to Lender this
Agreement, the Line of Credit Note and any other loan documentation required by
Lender in connection with the closing of the Line of Credit.

(b) Member Resolutions. Borrower shall furnish to Lender a certified copy of
the resolutions of its Members or Managers approving and authorizing its credit
arrangements with Lender hereunder and the execution and delivery of this Agreement
and all instruments, agreement and documents in connection herewith.

(©) Certificate of Existence. Borrower shall furnish Lender a copy of a
current certificate of existence issued by the Secretary of State of Indiana.

(d)  Articles and Operating Agreement. Borrower shall furnish Lender copies
of its Articles of Organization and Operating Agreement certified by a member of
Borrower.

(e) Commitment Fee. Borrower shall pay to Lender a commitment fee in
connection with this amendment and restatement of the PriorLoan-AgreementSecond
Restated Loan Agreement in the amount of Twelve Thousand Five Hundred and no/100
Dollars ($12,500.00), which fee shall be earned when paid and not subject to refund.

® Liability_Insurance Coverage. Borrower shall provide Lender with
evidence of public liability insurance with an insurance company and in an amount
acceptable to Lender naming Lender as an additional insured.

(2) Workers Compensation Coverage. Borrower shall furnish, or cause the
general contractor to furnish, to Lender evidence of worker's compensation and other
insurance required by the laws of the State of Indiana or the applicable jurisdiction with
Lender named as a certificate holder, such insurance to be with companies and in
amounts acceptable to Lender.

(h) Property Insurance Coverage. Borrower shall provide Lender with
evidence of builders risk insurance with an insurance company acceptable to Lender in an
amount at least equal to the full replacement cost of the insurable improvements and
uninstalled materials for each Contract Home and Speculative Home. Such policy shall
include a non-contributory New York Standard Mortgagee's clause or its equivalent in
favor of Lender providing that payment for any loss thereunder shall be payable directly
to Lender, that no act or default of Borrower or any other person shall affect the right of
Lender to recover the same and that the insurance company will provide Lender with at
least ten (10) days' advance written notice prior to the alteration or cancellation of any
such policy.

(i) Commitment for Title Insurande. Borrower shall furnish to Lender a
commitment for a mortgagee's policy of title insurance for each Unimproved Lot,
Contract Home and Speculative Home in an amount equal to the full potential amount of
advancements Borrower may receive under the Line of Credit with respect to each such
property, issued by a title insurance company acceptable to Lender, insuring to Lender
the title of Borrower to such Unimproved Lot, Contract Home and Speculative Home and
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the improvements located thereon together with any easements for parking and ingress
and egress which benefit the Unimproved Lot, Contract Home and Speculative Home,
free and clear of all liens, claims, encumbrances, and defects, except for those matters
acceptable to Lender. Upon request by Lender, Borrower shall deliver to Lender
satisfactory evidence from such title company acknowledging payment in full for all
premiums, costs and expenses for issuance of such binder.

G) Mortgage Location Report. Borrower shall deliver to Lender a mortgage
location report of each Unimproved Lot, Contract Home and Speculative Home and
insured easements in detail satisfactory to Lender, prepared and certified to Lender by a
registered land surveyor acceptable to Lender and containing a certification in respect to
the legal description.

(k)  Flood Plain. Borrower shall either provide to Lender evidence that the
Contract Home and Speculative Home, is not located in a flood hazard area as defined
under the Flood Disaster Protection Act of 1973 and the National Flood Insurance Act of
1968 or furnished to Lender evidence of flood insurance coverage for the Contract Home
and Speculative Home, with a standard mortgagee endorsement in favor of Lender, such
insurance to be with a company and in an amount acceptable to Lender.

) [This paragraph is intentionally left blank]

(m) Appraisals. Berrewer—shall furnish—toLender-appraisals—inform—and
ubstance—accepiable—to-Lende . cates pectlative meLender shall
obtain an appraisal, in form and substance acceptable to Lender. for each Speculative

Home to be built in each residential subdivision or development. provided however,
Borrower shall only be required to provide such appraisal for the first of each model type
of Speculative Home to be built in each residential subdivision and no appraisal shall be
required for any_additional Speculative Homes of the same model type which are to be
built in the same residential subdivision. except as required in Section 3.2 for appraisal
values which are more than 12 months old.

(n) Deed and Partial Release. If applicable, Borrower shall furnish to Lender
a copy of the deed conveying title to Borrower for each Unimproved Lot, Contract Home
and Speculative Home and copies partial releases of all liens encumbering such
properties. '

(0) Mortgage. Borrower shall execute and deliver to Lender a Mortgage and
such other documents as Lender may require in order to obtain a first mortgage and
security interest in the real estate, improvements and personal property of Borrower
arising in connection with each Unimproved Lot, Contract Home and Speculative Home
included in the Borrowing Availability Amount.

{p)  Sales Contact. Borrower shall fumish to Lender a copy of an executed

sales contract for each Contract Home, together with a copy of all exhibits and addendum
to such contract.
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@ Mortgage Pre-approval. Borrower shall furnish to Lender a copy of a
written pre-approval for a mortgage for the contract buyer of each Contract Home.

) Equity Funds. Borrower shall furnish to Lender evidence that it has
invested funds, which together with the potential advancements Borrower may receive
under the Line of Credit, are sufficient to allow the purchase of all Unimproved Lots, and
the construction of all Contract Homes and Speculative Homes, including the
construction of all landscaping and site improvements.

(s) Evidence of Utilities. If requested by Lender, Borrower shall furnish to
Lender evidence satisfactory to Lender that all public utility services are currently
available to each Unimproved Lot, Contract Home and Speculative Home.

(3] Permits. If requested by Lender, Borrower shall furnish to Lender copies
of all applicable building and construction permits for each Contract Home and
Speculative Home.

(u)  Cost Budget. If requested by Lender, Borrower shall furnish to Lender a
cost budget for construction of each Contract Home and Speculative Home in detail
satisfactory to Lender including but not limited to quantities, unit prices and extension for
labor and material. If requested by Lender, such cost budget shall be reviewed by an
architect or engineer (employed by Lender at the sole expense of Borrower), who shall
certify to Lender that the construction of such Contract Home and Speculative Home can
be completed as shown by such cost budget. In addition, each application made by
Borrower for an advancement hereunder shall be reviewed by an architect or engineer
(employed by Lender at the sole expense of Borrower), who shall certify to Lender the
percentage of completion of such Contract Home and Speculative Home and that such
application for an advancement conforms with such cost budget.

(v)  [This paragraph is intentionally left blank]

(w)  Certification. Borrower shall furnish to Lender a certification that the
warranties and representations in this Agreement are true and correct and that there has
been full compliance with the covenants of this Agreement.

x) Other Documentation. Borrower shall execute or deliver, or cause to be
executed or delivered, to Lender such other documents or instruments as may be required
by Lender in connection herewith.

The foregoing conditions are not in lieu of other conditions in this Agreement, and the
waiver of any of the foregoing conditions by Lender at any time shall not relieve Borrower from
the need of later satisfying the conditions. In addition to all of the other terms and conditions to
be performed by Borrower under this Agreement, Borrower shall deliver to Lender such other
documents as may from time to time be reasonably required by Lender to carry out the terms and
provisions of this Agreement.
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ARTICLE VII

REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants to Lender that:

(a) Validity and Existence. Borrower is a limited liability company duly
organized and validly existing under the laws of the State of Indiana and has full power
under its Articles of Organization and Operating Agreement and any amendments
thereto, and under all applicable provisions of law, to enter into the credit arrangements
covered hereby and to consummate all transactions connected herewith;

(b) Execution of Documents. The execution of this Agreement and all other
agreements, instruments and documents executed by Borrower in connection herewith,
and the consummation of all transactions connected herewith, have been duly authorized
by all necessary action on the part of Borrower;

(©) No Litigation. There is no litigation or proceeding pending or, to the
knowledge of Borrower, threatened against or otherwise affecting Borrower or any of the
properties or assets of Borrower, before any court or before or by any governmental
agency which if adversely determined would have a material adverse effect on the
financial condition or business operations of Borrower;

(@ No Default on other Indebtedness. There exist no default under any other
credit facility of Borrower and that Borrower is in full compliance with all of its
respective covenants thereunder;

(e) Tax Returns. All required federal, state and other tax returns have been
filed by or on behalf of Borrower and the taxes in connection therewith paid to date;

4] Accuracy of Documents. Borrower has provided Lender with true and
accurate copies of all documents and agreements relating to Borrower and its members,
including without limitation copy of that certain Davis Holding Corporation Shareholder
Agreement dated January 1, 1992, executed by and among the manager of Borrower and
the shareholders of the manager of Barrower (hereinafter referred to as the “Shareholder
Agreement”) and there are no agreements existing between Borrower and its members
which materially affect the financial condition or business operations of Borrower;

(g) Compliance with Articles and Operating Agreement. Neither the
execution of this Agreement (or the consummation of the transactions contemplated
hereby) nor compliance with the terms and provisions hereof or of any agreements,
documents and instruments required of Borrower hereunder conflict with, result in a
breach of or constitute a default under the terms, conditions or provisions of Borrower's
Articles of Organization and Operating Agreement or any amendments thereto, any
agreement to which Borrower is a party or by which Borrower is bound or any law,
regulation, order, writ, injunction or decree of any court or governmental agency or
instrumentality having jurisdiction;
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(h) Compliance with Statutes. To the best of Borrower's knowledge after
diligent inquiry, Borrower is in full compliance with all federal, state and local health,
safety, building, zoning, environmental and other statutes, regulations and ordinances;

)] No _Other Liens. All Collateral is owned, held and used by Borrower in
the ordinary course of its business and is not subject to any prior lien, security interest or
encumbrance except as permitted in Article IV of this Agreement;

o Sufficiency of Representations and Warranties. None of Borrower's
representations or warranties set forth in this Agreement or in any document or certificate
taken together with any related document or certificate furnished pursuant to this
Agreement or in connection with the transactions contemplated hereby contains or will
contain any untrue statements of a material fact or omits or will omit to state a financial
fact necessary to make any statement of fact contained herein or therein, in light of the
circumstances under which it was made, not materially misleading;

(3] Solvency. Upon the execution and delivery of this Agreement and the
consummation of any transactions contemplated herein, Borrower (i) will be able to pay
its debts as they become due, (ii) will have funds and capital sufficient to carry on its
business and all businesses in which it is about to engage, and (iii) will own property
having a value both at fair valuation and at fair saleable value in the ordinary course of
Borrower's business greater than the amount required to pay its Indebtedness, including
for this purpose, unliquidated and disputed claims;

0 No Required Approvals. There are no governmental authorizations,
permits, certificates, licenses, filings, registrations, approvals or consents which must be
obtained, received or made by Borrower for it lawfully to (i) make, execute and deliver
this Agreement; or (ii) perform all of its obligations under this Agreement; and

{(m) Regulations G, U and X. (i) Borrower is not now engaged principally, or
as one of its important activities, in the business of extending credit for the purpose of
purchasing or carrying any margin stock (within the meaning of Regulation U of the
Board of Governors of the Federal Reserve System); (ii) no part of the proceeds of any
credit hereunder has been or will be used to purchase or carry any such margin stock or to
extend credit to others for the purpose of purchasing or carrying any such margin stock;
and (iii) to Borrower’s knowledge no part of the proceeds of any credit hereunder has
been or will be used for any purpose that violates or which is inconsistent with the
provisions of Regulations G, U or X of said Board of Governors.

ARTICLE VIII

COVENANTS

Section 8.1 Affirmative Covenants. Borrower covenants to Lender that so long as

Borrower has any liability to Lender hereunder or under or with respect to the Line of Credit, or
any agreement, instrument or document executed in connection herewith or so long as Lender
may be obligated to make any advancement to Borrower, Borrower will:
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()  Payment of Debts. Promptly pay and discharge, or cause to be paid and
discharged, all taxes, assessments and governmental charges which may be lawfully
levied, imposed or assessed upon Borrower or the properties, assets, income or profits of
Borrower; provided, however, that Borrower shall have the right to contest in good faith
any such tax, assessment, charge or levy by appropriate proceedings;

b Maintenance of Books. Keep accurate and complete books and records,
and maintain the same at Borrower's principal offices;

© Defense of Claims. Defend, or cause to be defended, at all times any
adverse claim by a third party relating to the possession of or any interest in the assets of
Borrower;

(d Financial Reporting. Furnish, or cause to be furnished, to Lender the
following financial statements and other information at the indicated times:

@) Borrowing Base Reports. In connection with each request for and
advancement under the Line of Credit, and in any event within five (5) days after
the end of each calendar month, a Borrowing Base Report prepared by the chief
financial officer of Borrower current as of the date prepared;

(ii)  Quarterly Reports. As soon as available and in any event within
thirty (30) days after the end of each calendar quarter, one (1) copy of the balance
sheet and statements of income and surplus of Borrower, as of the end of and for
each such calendar quarter prepared in accordance with generally accepted
accounting principles applied on a consistent basis throughout the periods
involved by the chief financial officer of Borrower;

(iii)  Annual Financials. As soon as available and in any event within
one hundred twenty (120) days after the end of each fiscal year of Borrower, one
(1) copy of the annual balance sheet, statements of income and surplus and a
statement of changes in the financial position for Borrower and all Affiliates, on a
consolidated and consolidating basis, as of and for the year then ended prepared
and audited in accordance with generally accepted accounting principles applied
on a consistent basis throughout the periods involved by an independent certified
public account selected by Borrower and approved by Lender and accompanied
by a standard unqualified opinion regarding such financial statements (provided,
however, that such financial statements shall only include those Affiliates that are
required by generally accepted accounting principles to be consolidated therein
and no other Affiliates;

(iv)  Anpual Tax Returns. As soon as available and in any event within
thirty (30) days from filing and in no event later than November 15® of each
calendar year, a copy of the federal income tax return for Borrower and each
Guarantor for the preceding calendar year;

(v)  Guarantor Financial Statements. (A) As soon as possible and in
any event within one hundred twenty (120) days after the end of each calendar
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year, an unaudited, internally prepared financial statement for each Guarantor as
of and for the year then ended, in a form reasonably satisfactory to Lender and
signed by Guarantor, and (B) such other information regarding the financial
condition of each Guarantor as Lender may from time to time require;

(vi)  Additional Reports. From time to time upon request by Lender, as
Lender may require, such further information regarding the business affairs and
financial conditions of Borrower, inciuding but not limited to accounting and
management recommendations, if any, and certificates of no default under this
Agreement;

(vii) Global Inventory Reports. As soon as available and in any event
within thirty (30) days after the end of each calendar guarter, a global inventory
report in form and detail acceptable to Lender which details the number and dollar |
value of all Contract Homes. Speculative Homes and Unimproved Lots in
Borrower’s inventory. as of the end of each such calendar quarter prepared by the
chief financial officer of Borrower;

(e)  Certificates of No Default. Furnish to Lender within five (5) days after the
end of each calendar quarter a compliance certificate indicating that all other credit
facilities of Borrower are not in default and that Borrower is in full compliance with all of
its respective covenants thereunder;

® Audits and Inspections by Lender.  Permit (i) any authorized
representative of Lender or its attorneys or accountants to make audits of Borrower and at
reasonable times during normal business hours to inspect, examine or make copies of
extracts of the books of account or records of Borrower and (ii) any authorized
representative of Lender at reasonable times during normal business hours to_inspect all

or any xtem constltutmg the Collateral Audis—by—beﬂder——lleamt—my—aﬂtbe;&ed

(g)  Notice of Third Party Claims. Give prompt written notice to Lender of
any process or action taken or pending whereby a third party is claiming any adverse
interest in excess of a value of One Hundred Thousand and no/100 Dollars ($100,000.00)
in any of the assets of Borrower,;

(n)  Maintenance of Insurance. Maintain the insurance required by this
Agreement and, upon request by Lender, furnish to Lender evidence of such insurance
coverage and payment of premiums therefor;

(i) Payment of Liabilities. Pay when due all Indebtedness in accordance with
regular terms, except for claims contested in good faith by appropriate proceedings;

()] Notice of Locations. Notify Lender, upon Lender's request at any time
and from time to time, of all sites at which Borrower is conducting business;
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(k)  Maintenance of Existence. Maintain Borrower's existences in good
standing in each state in which it conducts business;

] Potential Merger/Acquisition. Give prompt written notice to Lender of
any intent by Borrower or the member or Borrower to enter into a contract to (a) sell a
substantial amount of the assets of Borrower, (b) sell a substantial amount of the
ownership interests of the members of Borrower, (¢) merger with any other entity or (d)
purchase a substantial amount of the assets or ownership interest in any other business;

(m) Compliance with Statutes. Comply with all applicable federal, state and
local statutes, regulations and ordinances;

(n)  Net Worth. Maintain at all times a minimum Tangible Net Worth of not
less than Fourteen Mllhon and no/lOO Dollars ($14.000.000.00) Fwelve MillionFive
3 and—an 00)—(such ratio shall be tested

ually q-&arterlyhby Lender based upon the ﬁnancxa[ statements furnished to Lender
pursuant to Section 8.1);

(0) Current Ratio. Maintain at all times a minimum Current Ratio of not less

than 1.0 to 1 (such ratio shall be tested guarterly by Lender based upon the financial
statements furmshed to Lender pursuant to Sectxon 8. 1 of thls AgreementLDebt—Semee

(r) " Further Assurances. From time to time upon the request of Lender,

furnish to Lender information regarding arrangements between Borrower and its
suppliers and further assurances that Borrower has the financial and operational ability
and capacity, to perform its obligations hereunder;

(q) Payment of Costs and Expenses. Pay Lender upon demand all reasonable
costs and expenses incurred by Lender in connection with this Agreement, including but
not limited to semi-annual audit or field examination fees, recording and filing fees, title
search fees, lien search fees, title insurance or abstracting fees and premiums, the fees
and out-of-pocket expenses of Lender's legal counsel, the fees for any inspections of any
of the Collateral, appraisal fees, mortgage and intangible taxes, any fees charged by
Lender in connection with Lender's review of any appraisal reports, inspection reports
and any other reports or material required to be provided to Lender in connection with
this Agreement, all of which shall be paid to Lender by Borrower upon request by
Lender;

(r General Indemnities. Indemnify and hold Lender harmless from and
against any and all claims, losses, damages, set-offs, counter-claims or expenses
(including but not limited to attorneys fees and costs) which Lender may sustain as a
result of the transactions evidenced by this Agreement or because of the breach of or
inaccuracy in any of the representations and warranties contained in this Agreement or in
any other document executed in connection herewith or in any other written
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communication of Borrower to Lender in connection with the transactions secured hereby
whether or not any such inaccuracy was known by Borrower to be incorrect;

(s) Environmental Indemnity. Indemnify, defend and hold Lender harmless
from and against any claim, loss or damage to which Lender is subjected as a result of the
presence of any Hazardous Materials, or the use, handling, storage, transportation or
disposal thereof within or upon any real estate owned by Borrower or violation of the
covenants, representations and warranties contained in this Agreement;

(1) Termination of Contract to Sell Contract Home. Inform Lender in writing
immediately of the cancellation or termination of any contract for the sale of a Contract
Home;

(u)  Depository Accounts. Maintain a depository account with Lender for the
advancement of the Line of Credit;

™ Insolvency. Maintain the financial condition of Borrower at all times at a
level such that (i) Borrower would not be rendered insolvent if required to perform under
the terms of the documentation evidencing the Line of Credit, (ii) Borrower's cash flow is
adequate to perform its obligations under the documentation evidencing the Line of
Credit and pay all other Indebtedness of Borrower as they become due except any such
Indebtedness being contested in good faith, and (iii) the assets of Borrower, valued on a
fair saleable basis, are equal to or greater than the sum of all liabilities and contingent
liabilities of Borrower; :

(w)  Location of Chief Executive Office or Residence. Maintain at all times
Borrower's chief executive office or residence (as applicable) and all of Borrower's
records regarding the Collateral within the State of Indiana; and

(x)  Notification of Criminal Investigation or Proceedings. Notify Lender
immediately in writing of the initiation of any criminal investigation or proceeding
initiated by any federal, state or local agency, department, or instrumentality against (i)
Borrower, (ii) any employee of the Borrower if such investigation or proceeding could
have a material adverse effect on the financial condition, business operations or assets of
Borrower or either Guarantor or result in the Collateral being seized pursuant to
18 U.S.C. Sec. 1963, 21 U.S.C. Sec. 853, 21 U.S.C. Sec. 881, 46 U.S.C. App. Sec. 1904,
or any similar federal, state or local law and/or regulation adopted in publications
promulgated pursuant to such laws, or as such laws or regulations may be further
amended, modified or supplemented;-

W) Bank Debt to Tangible Net Worth Ratio. Maintain (i) a maximum ratio of

Bank Debt to Tangible Net Worth of 4.5 to 1 at the end of each calendar year and (ii} a
maximum ratio of Bank Debt to Tangible Net Worth of 5.5 to 1 at the end of the first,

second and third calendar quarters (such ratio shall be tested quarterly by Lender based
upon the financial statements furnished to Lender pursuant to Section 8.1 of this

Agreement); and
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{(2) Finished Product Ratio. Maintain at all times a maximum Finished
Product Ratio of less than sixty percent (60%) (such ratio shall be tested quarterly b
Lender based upon the Borrowing Base Reports furnished to Lender).

Section 8.2 Negative Covenants. In addition to the Affirmative Covenants in Section 8.1
of this Agreement, Borrower covenants to Lender that so long as Borrower has any liability to
Lender hereunder or under or with respect to the Line of Credit or any agreement, instrument or
document executed in connection herewith or so long as Lender may be obligated to make any
advancement to Borrower, then Borrower will not, without the written consent of Lender, which
consent shall not be unreasonably withheld, delayed or denied:

(a) No Other Liens. Create or permit to exist any mortgage, pledge, security
interest, title retention device or other encumbrance on any Collateral for the Line of
Credit, except for (i) liens of taxes and assessments not delinquent or contested in good
faith and (ii) the liens and security interests held by Lender;

(b) No Disposition of Assets. Sell or lease any assets, except for the sale and
rental of inventory in the ordinary course of business;

©) No Gifts. Except to the extent fair value is received by Borrower or in the
ordinary course of business, including, without limitation, distributions of equity to
member and payment under the Shareholder Agreement (hereinafter referred to as
“Permitted Distributions™), directly or indirectly make (i) any loan, gift, distribution,
transfer or advance of cash or other real, personal or intangible property, or (ii) any
transfer of any other benefit or thing of value to any person; it is intended that this
paragraph prohibit, by way of example and not by way of limitation, any payment by
Borrower characterized as a commission or referral fee, and any payments by Borrower
characterized as the consideration for a purchase to the extent that such payment is not
bona fide or exceeds the real value received by the Borrower;

(d) No Equity Redemption. Except for Permitted Distributions, make any
payment for the purchase, redemption or retirement of any equity interest in Borrower;

(e) No Merger. Enter into any consolidation, acquisition, merger or permit
the control of Borrower to be vested in anyone other than the current shareholders;

® No_Change in Business. Change the nature of Borrower's current
business;

{g) [This paragraph is intentionally left blank]

(h) No Change in Management. Except as contemplated under the
Shareholder Agreement, make any change in the key management of Borrower, such key
management is currently comprised of Charlie Davis, Rick Davis, Mike Davis and Brad
Davis; and
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6 No Change in Control. Except as contemplated under the Shareholder
Agreement, permit the control or ownership of Borrower to be vested in anyone other
than Charlie Davis, Rick Davis, Mike Davis and Brad Davis.

ARTICLE IX

EVENTS OF DEFAULT AND REMEDIES

Section 9.1 Events of Default. Any one (I) or more of the following shall constitute an

Event of Default:

(a) Payment Default. Failure to pay within five (5) days when due any
principal of or interest on the Line of Credit;

(b) Failure to Provide Borrowing Base Report. Failure to provide the
Borrowing Base Report within the time periods required by Section 8.1(d)(i);

(©) Other Payment Defaults. A failure to pay or cause to be paid upon
demand amounts required to be paid on demand pursuant to the terms of this Agreement
of the Line of Credit Note or within five (5) days when due any other amounts due under
the Line of Credit Note, Mortgages or this Agreement or any other documents executed
in connection therewith;

(d)  Insurance. Failure to maintain any insurance policies as required by this
Agreement;

(e) Other Monetary Defaults. Failure to observe or perform any agreement or
covenant contained in this Agreement which can be cured by the payment of money;

® Covenant Default. Failure to observe or perform any other agreement or
covenant contained in this Agreement that does not constitute an Event of Default under
another Section of this Agreement and the continuation of such failure for a period of
thirty (30) days after written notice of such failure has been sent to Borrower;

(2) Representations and Warranties. Breach of any warranty, representation,
certification or statement contained in this Agreement or in any certification or other
agreement or document executed or delivered in connection herewith;

h) Dissolution. Dissolution, liquidation or termination of the business of
Borrower;

® Assignment for Benefit of Creditors. Assignment by Borrower for the
benefit of its creditors;

) Appointment of Receiver. Appointment of a receiver or a trustee for
Borrower or any of its assets;

(k) Involuntary Bankruptcy. The filing of an involuntary petition for relief
under the United States Bankruptcy Code against Borrower or either Guarantor, or any
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general partner, managing member or manager of Borrower or either Guarantor and the
failure of Borrower to obtain a dismissal of such petition within sixty (60) days;

)] Voluntary Bankruptcy. The filing by Borrower or either Guarantor, or any
general partner, managing member or manager of Borrower or either Guarantor, of a
voluntary petition for relief under the United States Bankruptcy Code.

(m)  Default Under Other Credit Facilities. The occurrence of any event of
default under any other credit facility of Borrower which exceeds in the aggregate Two
Hundred and Fifty Thousand and 00/100 Dollars ($250,000.00);

n) Default Under Mortgage. The occurrence of a default under any Mortgage
and the failure to cure such default within any applicable cure period provided for
therein; or

(o) Collateral Subject to Seizure. A determination by Lender, in its sole
reasonable discretion, that any action, inaction, commission, omission or circumstance
has occurred or may occur which may subject the Collateral to being seized by any
federal, state or local governmental department, agency or instrumentality pursuant to
18 U.S.C. Sec. 1963, 21 U.S.C. Sec. 853,21 U.S.C. Sec. 881, 46 U.S.C. App. Sec. 1904,
or any similar federal, state or local laws and/or regulations adopted in publications
promulgated pursuant to such laws, or as such laws or regulations may be further
amended, modified or supplemented.

Section 9.2 Remedies of Lender. After an Event of Default, at the option of Lender and
without further notice or demand to Borrower, the Line of Credit shall become immediately due
and payable and Lender shall not be required to make any further advancement under the Line of
Credit, anything contained herein to the contrary notwithstanding, and Lender, at its option and
upon demand, shall have the right to enforce its rights with respect to the Collateral.

Section 9.3 Injunctive Relief. Borrower recognizes that in the event Borrower fails to
perform, observe or discharge any of its obligations under this Agreement or any other
documents executed in connection herewith, no remedy at law will provide complete and
adequate relief to Lender, and Borrower agrees that Lender shall be entitled to temporary and
permanent injunctive relief in any such case without the necessity of proving actual damages.

Section 9.4 Remedies Cumulative. All rights and remedies of Lender herein specified
are cumulative and in addition to, not in limitation of, any rights and remedies which it may have
by law or at equity.
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ARTICLE X

GENERAL PROVISIONS

Section 10.1 Successors and Assigns. This Agreement shall be binding upon and inure
to the benefit of the successors and assignors of Lender and Borrower provided that no
assignment or alienation of any rights or obligations of Borrower against Lender hereunder shall
be effective without the prior written consent of Lender.

Section 10.2 No Third Party Beneficiaries. Nothing contained herein shall be deemed or
construed to create an obligation on the part of Lender to any third party, and no third party shall
have a right to enforce against Lender any rights which Borrower may have under this
Agreement.

Section 10.3 No Waiver. No waiver by Lender of the breach of any term, condition,
warranty, representation, covenant or agreement contained herein or in any agreement,
instrument, guaranty or document delivered in connection herewith shall be considered as a
waiver of the same default in the future or any other default and no delay or omission by Lender
in exercising any right or remedy hereunder shall impair any such right or remedy or be
construed as a waiver of any default notwithstanding any other act taken or not taken by Lender
after such delay or omission. The inclusion of deadlines and the reference to dates later than the
maturity of any obligation shall not by implication or otherwise obligate Lender to renew or
extend any maturity.

Section 10.4 Waiver of Presentment. Borrower waives presentment, demand and protest
and notice of presentment, maturity, release, compromising settlement, extension or renewal of
any or all commercial paper, accounts receivable, contract rights, documents, instruments, chattel
paper and guaranties at anytime held by Lender on which Borrower may be liable in any way.

Section 10.5 Waiver of Trial by Jury. Borrower and Lender hereby agree that any suit,
action or proceeding, whether a claim or counterclaim, brought or instituted by any party on or
with respect to this Agreement or any other document executed in connection herewith or which
in any way relates, directly or indirectly to the Line of Credit Note, the Term Notes or any event,
transaction or occurrence arising out of or in any way connected with this Agreement or the
dealings of the parties with respect thereto, shall be tried only by a court and not by a jury.
BORROWER AND LENDER HEREBY EXPRESSLY WAIVE ANY RIGHT TO A TRIAL
BY JURY IN ANY SUCH SUIT, ACTION OR PROCEEDING. Borrower and Lender
acknowledge that Borrower and Lender may have a right to a trial by jury in any such suit, action
or proceeding and that Borrower and Lender hereby are knowingly, intentionally and voluntarily
waiving any such right. Borrower and Lender further acknowledge and agree that this Section
10.5 is material to this Agreement between Borrower and Lender and that adequate consideration
has been given and received by Borrower and Lender in exchange for the waiver made by
Borrower and Lender pursuant to this section. ¢

Section 10.6 Amendments. Any modification of or amendment to this Agreement shall
be ineffective unless in writing and signed by the duly authorized representative of the party
against whom the modification or amendment is sought to be enforced.
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Section 10.7 Rights of Lender. Lender shall have no obligation with respect to the
application of the proceeds of the Line of Credit, and Lender may from time to time without
notice to or the consent of Borrower (a) release any Collateral, (b) release either Guaranty, (c)
release, modify or compromise any liability of the Borrower, either Guarantor or the terms
thereof, and (d) apply any amounts paid to Lender in such order of application and with such
marshalling of security as Lender may, in its sole discretion, determine appropriate. The liability
of Borrower shall not be released in part or in whole by reason of the foregoing, the addition of
co-makers, endorsers, guarantors or sureties, or a failure to perfect any security interest or lien in
any collateral or a failure to proceed in any particular manner with respect to any collateral.

Section 10.8 Survival of Indemnities. All indemnities from Borrower to Lender shall
survive this Agreement.

Section 10.9 Invalidity of any Provision. If any provision of this Agreement or of any
other document executed in connection herewith is held invalid or unenforceable, the remainder
of this Agreement or such other documents and the application of such provisions to other
persons or circumstances will not be affected hereby and the provisions of this Agreement and
such other documents will be severable in such instance.

Section 10.10 Notices. Any written notice required or permitted of Lender or Borrower
hereunder shall be deemed effective when (a) mailed by certified United States mail, postage
prepaid with return receipt requested or (b) sent by an overnight carrier which provides for a
return receipt, if to Borrower at 3755 East 82™ Street, Indianapolis, Indiana 46240, Attention: J.
Michael McClure, Chief Financial Officer, with a copy to Ronald F. Shady, Jr., Vice President,
Davis Homes, LLC, 3755 East 82™ Street, Indianapolis, Indiana 46240 or to Lender at Capital
Center, 201 North Illinois Street, Indianapolis, Indiana 46204 Attention:" Jacqueline E.
McNeelan, or at such other addresses as either Borrower or Lender may from time to time
specify by written notice to the other. Any written notice required to be given by Lender of a
sale, lease, other disposition of the Collateral or any other intended action by Lender, deposited
in the United States Mail postage prepaid duly addressed as specified above not less that ten (10)
days prior to such proposed action or if sent by overnight carrier five (5) days prior to such
proposed action, shall constitute commercially reasonable and fair notice to Borrower of same.

Section 10.11 Prior Agreements. This Agreement replaces and supersedes any
inconsistent provisions of any agreements heretofore made by Lender and the Borrower. In the
event of any conflict between the terms of this Agreement and any other agreement, instrument
or document executed in connection herewith, such terms shall, to the fullest extent reasonably
possible, be construed to be complementary. However, if such terms cannot be construed as
complementary, then the terms of this Agreement shall govern.

Section 10.12 Governing Law. This Agreement has been entered into and shall be
governed by and construed in accordance with the laws of the State of Indiana, notwithstanding
that Indiana conflicts of law rules might otherwise require the substantive rules of law of another
jurisdiction to apply.

Section 10.13 Participants. Lender may transfer participation interests in the Line of
Credit to other financial institutions without notice to Borrower. Borrower agrees that Lender
may deliver any and all information, including financial information, in Lender's possession
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concerning Borrower, Guarantors or the Collateral to any prospective participant that is a
financial institution. Lender acknowledges that such information is confidential information and
Lender shall take reasonable precautions to maintain the confidentiality of such information and
shall not disclose such information to any third parties who do not have a need to know such
information in connection with such participation.

Section 10.14 Joint and Several Obligations. The obligations, agreements and covenants
of the persons or entities constituting Borrower hereunder are joint and several and
unconditional.

Section 10.15 Counterparts. This Agreement may be executed in counterparts each of
which taken together shall constitute one and the same instrument and any party hereto may
execute this Agreement by executing any such counterpart.

Section 10.16 Captions. The captions or headings herein have been inserted solely for
the convenience of reference and in no way define or limit the scope, intent or substance of any
provision of this Agreement. Whenever the context requires or permits the singular shall include
the plural, the plural shall include the singular and the masculine, feminine and neuter shall be
freely interchangeable.

Section 10.17 Replacement of Prior Agreement. This Agreement amends, modifies,
restates and replaces in its entirety the PriorLoan-AgreementSecond Restated Loan Agreement.

Section 10.18 USA Patriot Act Notice; Compliance. The USA Patriot Act of 2001
(Public Law 107-56) and federal regulations issued with respect thereto require all financial
institutions to obtain, verify and record certain information that identifies each individual or
business _entity which opens an “account” or establishes a relationship with such financial
institution. Consequently. Lender may from time-to-time request, and Borrower shall provide to
Lender, (i) Borrower’s name, address, tax identification number, date of birth. and other
information that will allow Eender to identify Borrower. (ii) Borrower’s name, address. tax
identification number, date of birth, and other information that will allow Lender to identify
Borrower. (iii) the name. address. tax identification number, date of birth, and other information
that will allow Lender to identify each officer, partner, member, shareholder or other stakeholder
of Borrower. and/or (iv) such other identification information as shall be necessary for Lender to
comply with federal law. An “account” for this purpose may include, without limitation, a
deposit account, cash management service, a transaction or asset account, a credit account, a loan

or other extension of credit, and/or other financial services product.

FHIS-SPACE-INTENTHONALEY LEFTF BEANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
effective as of the day and the year first above written.

197679-1 (32350115)

DAVIS HOMES, LLC, an Indiana limited liability
company, by its sole manager,

Davis Holding Corporation, an Indiana corporation

By:

C. Richard Davis, Vice President

"Borrower"

THE HUNTINGTON NATIONAL BANK

By:

Jacqueline E. McNeelan, Vice President

"Lender"
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BORROWER'S RECEIPT AND CERTIFICATION

The undersigned, for and on behalf of Davis Homes, LLC an Indiana limited liability
company ("Borrower"), hereby certifies, represents and warrants to The Huntington National
Bank ("Lender") the following:

1. Borrower hereby requests a disbursement in the amount of

and __ /100 Dollars ($ ) pursuant to that certain Seeend-Third Amended and
Restated Credit Agreement dated as of December . 2004 July-5;2002(the "Agreement™),
executed by and between Borrower and Lender. v

2. All capitalized terms not defined herein shall have the same meaning as set forth
for such terms in the Agreement.

3. A calculation of the current Borrowing Availability Amount is as follows:

(a) Eligible Borrowing Base for Contract Homes: $
(b) Lesser of (i) $3,750,000.00

or (ii) Eligible Borrowing Base for Speculative Homes: ~ $
(c) Lesser of (i) $1,500,000.00 or

(ii) 75% of total costs of Unimproved Lots: $

Total Borrowing Availability Amount: $

4, The sum of (i) the principal amount of the Line of Credit previously disbursed by
Lender and currently outstanding plus (ii) the principal amount Borrower is requesting be
disbursed pursuant hereto is

and __ /100 Dollars ($ ).

S. The disbursement hereby requested shall be paid directly to Borrower or as
follows:

6. All proceeds of any prior disbursement of the Line of Credit have been, and all
proceeds of the disbursement requested hereby will be, used solely for the purposes set forth in
the Agreement.
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7. All representations and warranties contained in the Agreement are true and
correct as if they were made as of, and referred to, both the date of the Agreement and the date
hereof.

8. Attached hereto is a current Borrowing Base Report which lists each Unimproved
Lot, Contract Home and Speculative Home included in the calculation of the Borrowing
Availability Amount. All information set forth in the attached Borrowing Base Report is true
and correct as of the date hereof.

9. There exists no default or event which with the giving of notice or the lapse of
time would become a default under the terms of the Agreement or any other document or
agreement executed in connection therewith.

10.  There exist no default or event which with the giving of notice or lapse of time
would constitute an event of default under any of the terms and conditions of any other
indebtedness extended to Borrower.

EXECUTED this day of , 200

DAVIS HOMES, LLC, an Indiana limited liability
company, by its sole manager,

Davis Holding Corporation, an Indiana corporation

By:

C. Richard Davis, Vice President

197681-1 (32350115)
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CERTIFICATION OF ORGANIZATIONAL
DOCUMENTS

The undersigned, C. Richard Davis, hereby certifies, warrants and represents to THE
HUNTINGTON NATIONAL BANK ("Lender") that he is a Vice President of Davis Holding
Corporation, an Indiana corporation (the "Company"), and that (i) the Officer’s Certificate of
Corporate and Company Documents dated July 5, 2002, executed by the undersigned to Lender
(the “First Certificate™), (ii) the Officer’s Certificate of Corporate Resolutions of Davis Holding
Corporation dated July 5, 2002, executed by the undersigned to Lender (the “Second
Certificate™), and (iii) the Davis Holding Corporation Officer’s Certificate dated May 20, 2004,
executed by the undersigned to Lender (the “Third Certificate™), remain in full force and effect
and have not been modified, amended or rescinded. Furthermore, the undersigned hereby
certifies, warrants and represents to Lender that the organizational documents and resolutions
referenced in the First Certificate, the Second Certificate and the Third Certificate as being in full
force and effect as of the dates of such certificates, remain in full force and effect and have not
been modified, amended or rescinded.

The undersigned further certifies, warrants and represents to Lender that the Company
has duly authorized and approved the execution, delivery and performance by the Company, for
itself and on behalf of Davis Homes, LLC and Davis Investments, L.P., as applicable, of the
following documents (herein collectively, the “Closing Documents™):

(a)  That certain Third Replacement Promissory Note of even date herewith, executed
by Davis Homes, LLC in favor of Lender in the principal amount of Fifteen
Mllllon and no/lOO Dollars ($15 000 000. OOL fl“hat—-eeﬂam—@eﬁﬁpmeaea—&aé

(b)  That certain Third Amended and Restated Credit Agreement of even date
herewith, executed simultaneously herewith by and between Davis Homes, LLC
and Lender in connection with a revolving line of credit established in favor of
Borrower in _the pnncmal amount of Flﬁeen Mllllon and no/lOO Dollars

($lS 000 000 OOL Fhat-certs -85 A

(c) That certain Confirmation of Morigages of even date herewith, executed by the
Davis Homes. LLC in favor of Lender;

(d) That certain Second Replacement Continuing Guaranty of even date herewith,
executed simultaneously herewith by, the Company in favor of lLender in
connection with a revolving line of credit established in favor of Borrower in the
principal amount of Fifteen Million and no/100 Dollars ($15.000.000.00);

(e) That certain Second Replacement Continuing Guaranty of even date herewith,
executed simultaneously herewith by Davis Investments, L.P. in favor of Lender
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in connection with a revolving line of credit established in favor of Borrower in
the principal amount of Fifteen Million and no/100 Dollars ($15.000.000.00); and

eX(f) Any other documents as may be required by Lender in connection with the
transactions contemplated by the foregoing documents.

The undersigned further certifies, warrants and represents to Lender that C. Richard
Davis, acting as Vice president of the Company has been duly authorized to (i) execute and
deliver the Closing Documents for and on behalf of the Company, such Closing Documents to be ‘
in such form and contain such provisions as C. Richard Davis shall approve by his execution,
and (ii) to take such further action as may be necessary or desirable in connection with
transactions contemplated by the Closing Documents.

IN WITNESS WHEREOQF, the undersigned has executed this Certification to be effective
as of the day of December, 2004.15th-day of July;-2004-

C. Richard Davis, Vice President of Davis Holding
Corporation

197677-1 (32350115)
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CONFIRMATION OF MORTGAGES

THIS CONFIRMATION OF MORTGAGES, is executed to be effective as of the
day of December, 2004, by DAVIS HOMES, LLC, an Indiana limited liability company
(hereinafier referred to as "Borrower"), in favor of and THE HUNTINGTON NATIONAL
BANK, a national banking association (hereinafter referred to as "Lender");

WITNESSES THAT:

WHEREAS, Borrower and Lender entered into a certain Third Amended and Restated
Credit Agreement of even date herewith (such agreement as from time to time amended or
modified, and any replacement or restatement of such agreement, is hereinafter referred to as the
“Loan Agreement”), which amended and restated that certain Second Amended and Restated
Credit Agreement dated July 5, 2002, executed by and between Borrower and Lender, which
amended and restated that certain First Amended and Restated Credit Agreement dated
November 12, 2001, executed by and between Borrower and Lender, which amended and
restated that certain Credit Agreement dated April 11, 2001, executed by and between Borrower
and Lender (such credit agreements which have been amended and restated are hereinafter
referred to collectively as the “Prior Credit Agreements”);

WHEREAS, pursuant to the Prior Credit Agreements and the Loan Agreement, Lender,
among other things, established for Borrower a revolving line of credit which pursuant to the
terms of the Loan Agreement is currently in the principal amount of Fifteen Million and no/100
Dollars ($15,000,000.00) (such line of credit is referred to in the Loan Agreement and is
hereinafter referred to as the "Line of Credit");

WHEREAS, the indebtedness outstanding under the Line of Credit is evidenced by a
certain Third Replacement Promissory Note of even date herewith, executed by Borrower in
favor of Lender in the principal amount of Fifteen Million and no/100 Dollars ($15,000,000.00)
(such promissory note as from time to time amended or modified, and any promissory note
which is a direct or remote restatement or replacement of such promissory note, is referred to in
the Loan Agreement and is hereinafter referred to as the "Line of Credit Note"), which
promissory note renewed, restated and replaced that certain Second Replacement Promissory
Note dated July 5, 2002, executed by Borrower in favor of Lender in the principal amount of
Fifteen Million and no/100 Dollars ($15,000,000.00), which promissory note increased, restated
and replaced in its entirety that certain First Replacement Promissory Note dated November 12,
2001, executed by Borrower in favor of Lender in the principal amount of Ten Million and
no/100 Dollars ($10,000,000.00), which promissory note increased, restated and replaced that
certain Promissory Note dated April 11, 2001, executed by Borrower in favor of Lender in the
principal amount of Five Miltion and no/100 Dollars ($5,000,000.00);
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WHEREAS, the Line of Credit, and any extensions, renewals, replacements, increases
and modifications thereof, are secured by, among other things, certain real estate mortgages from
time to time granted by Borrower to Lender pursuant to, and as contemplated by, the Prior Credit
Agreements and the Loan Agreement (such mortgages are referred to in the Loan Agreement and
are hereinafter referred to as the "Mortgages");

WHEREAS, the Line of Credit matured on November 15, 2004 and Borrower has
requested that Lender amend, modify and renew the Line of Credit pursuant to the terms and
conditions of the Line of Credit Note and the Loan Agreement;

WHEREAS, Lender is willing to amend, modify and renew the Line of Credit pursuant to
the terms and conditions of the Line of Credit Note and the Loan Agreement subject to, inter
alia, the condition that Borrower execute and deliver or cause to be executed and delivered to
Lender such documentation as Lender may require and that Borrower agrees to the
acknowledgments and confirmations set forth herein;

NOW, THEREFORE, in consideration of these premises and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Borrower agrees,
confirms and acknowledges to Lender as follows:

1. Borrower agrees that the Line of Credit shall be amended, modified and renewed
pursuant to the terms and conditions of the Line of Credit Note and the Loan Agreement.

2. Borrower acknowledges and confirms that the Mortgages secure, extend to,
include and are effective with respect to all present and future indebtedness and obligations of
Borrower to Lender, including without limitation the indebtedness and obligations of Borrower
to Lender evidenced by the Line of Credit Note and the Loan Agreement and all other
indebtedness and obligations more particularly described in the Mortgages as being secured
thereby.

3. Borrower agrees that in the event Borrower and Lender, or any subsidiary or
affiliate of Lender, enter into any Rate Management Transaction (as defined below), Borrower
shall be responsible for any and all obligations, contingent or otherwise, whether now existing or
hereafter arising, of Borrower to Lender, or to any of Lender’s subsidiaries or affiliates or
successors arising under or in connection with any such Rate Management Transactions, all of
which obligations shall be secured by the Mortgages and entitled to all of the benefits and
protections afforded to Lender under or pursuant to the Mortgages. Borrower agrees that for
purposes of the Mortgages, any indebtedness and obligations which Borrower may have to any
subsidiary or affiliate of Lender in connection with any Rate Management Transaction shall be
deemed to be indebtedness and obligations owed directly to Lender and shall be secured by the
Mortgages and may be collected and recovered by Lender in any action to enforce the Mortgages
as if such indebtedness and obligations were directly owed to Lender. For purposes of the
Mortgages, ‘Rate Management Transaction” means any transaction (including any agreement
with respect thereto) now existing or hereafter entered into between Borrower and Lender, or any
of Lender’s subsidiaries or affiliates or their successors, which is an interest rate protection
agreement, foreign currency exchange agreement, commodity price protection agreement, or



other interest or currency exchange rate or commodity price hedging arrangement, including
without limitation (i) any rate swap, basis swap, forward rate transaction, commodity swap,
commodity option, equity or equity index swap, equity or equity index option, bond option,
interest rate option, foreign exchange transaction, cap transaction, floor transaction, collar
transaction, forward transaction, currency swap transaction, cross-currency rate swap transaction,
currency option or any other similar hedging arrangement or transaction (including any option
with respect to any of these transactions) or any combination thereof, whether linked to one or
more interest rates, foreign currencies, commodity prices, equity prices or other financial
measures and (ii) any transaction which is governed or evidenced by an ISDA Master Agreement
and any related schedule, confirmation or document confirming or evidencing the transaction or
trade details.

‘ 4, Borrower reaffirms and ratifies all warranties, representations, provisions,
conditions, terms, covenants and agreements set forth in the Mortgages.

5. Borrower represents and warrants to Lender that (a) as of the date Borrower
executed this Confirmation and Amendment, there exists no event of default under the
Mortgages, or any condition that, with the giving of notice or lapse of time, or both, would
constitute an event of default under the Mortgages and (b) Borrower has no defenses, offsets,
claims or counterclaims against Lender or the Mortgages or any other agreement, instrument,
document or event executed or occurring in connection therewith.

6. This Confirmation and Amendment shall be binding upon and inure to the benefit
of Borrower and Lender and their respective successors, assigns and legal representatives.

7. The undersigned, executing this Confirmation and Amendment for and on behalf
of Borrower, certifies and represents to Lender that the undersigned is the Vice President of
Davis Holding Corporation, which is the sole manager of Borrower and has been duly authorized
by all action necessary on the part of Davis Holding Corporation, acting as the sole manager of
Borrower to execute and deliver this document and that this document constitutes a legal, valid
and binding obligation of Borrower in accordance with its terms.

8. This Confirmation and Amendment shall be governed by and construed in
accordance with the laws of the State of Indiana.

IN WITNESS WHEREOF, the undersigned has caused this Confirmation and
Amendment of Loan Documents to be executed effective as of the day and the year first above
written.

DAVIS HOMES, LLC, an Indiana limited liability
company, by its sole manager,

Davis Holding Corporation, an Indiana corporation

By:

C. Richard Davis, Vice President

"Borrower"



STATE OF INDIANA )
)} SS:
COUNTY OF )

Before me, a Notary Public in and for said County and State, personally appeared C.
Richard Davis, a Vice President of Davis Holding Corporation, which is the manager of Davis
Homes, LLC, who, after having been duly sworn, acknowledged the execution of the foregoing
Confirmation of Mortgages for and on behalf of Davis Holding Corporation, acting as the
manager of Davis Homes, LLC.

WITNESS my hand and Notarial Seal this day of December, 2004.
( ) Notary Public
My Commission Expires: My County of Residence:

This instrument was prepared by Thomas M. Hanahan, Attorney-at-Law, Wooden &
McLaughlin LLP, One Indiana Square, Suite 1800, Indianapolis, Indiana 46204.
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ERST SECOND REPLACEMENT CONTINUING GUARANTY

In consideration of credit which THE HUNTINGTON NATIONAL BANK, a national
banking association having its principal banking offices at Capital Center, 201 North Illinois
Street, Suite 1800, Indianapolis, Indiana 46204 (hereinafier referred to as "Lender"), may
concurrently with the execution hereof or from time to time hereafter extend to DAVIS HOMES,
LLC, an Indiana limited liability company (hereinafter referred to as "Borrower"), the
undersigned, DAVIS HOLDING CORPORATION, an Indiana corporation (hereinafter referred
to as "Guarantor"), hereby unconditionally guarantees to Lender, its successors and assigns, the
payment and performance when due, whether by acceleration or otherwise, without presentment
or demand, protest, notice of dishonor or diligence in collection and with a right of set-off
against the undersigned, together with costs of collection and reasonable attorneys' fees and
without relief from valuation or appraisement laws, of the principal of and interest on all present
and future indebtedness and obligations of Borrower to Lender in accordance with the terms and
conditions of such indebtedness and obligations and all extensions, renewals, increases or
modifications of such indebtedness and obligations, whether direct or indirect, absolute or
contingent and evidenced by promissory notes, checks, drafts, letters of credit, bills, open
accounts, warranties, covenants, undertakings, indemnifications or otherwise, including, but not
limited to, the indebtedness and obligations evidenced by or arising in connection with the
following:

(@) A certain Third Second-Replacement Promissory Note of even date
herewith, executed simultaneously herewith by Borrower and payable to the order of
Lender in the original principal amount of Fifteen Million and no/100 Dollars
($15,000,000.00), or any notes in renewal thereof, or as from time to time renewed,
extended, amended, modified or increased (such promissory note, and/or any promissory
note which is a direct or remote modification, amendment, restatement or replacement of
such promissory note, as may be from time to time modified or amended, is hereinafter
referred to as the "Note");

(b) A certain Third Second-Amended and Restated Credit Agreement of even
date herewith, executed simultaneously herewith by and between Borrower and Lender in
connection with a revolving line of credit established in favor of Borrower in the
principal amount of Fifteen Million and no/100 Dollars ($15,000,000.00) (such Third
Second-Amended and Restated Credit Agreement and/or any direct or remote agreement
amending or restating such Third Seeend-Amended and Restated Credit Agreement, as
may be from time to time modified or amended is hereinafter referred to as the "Credit
Agreement"), including any modification, amendment or restatement of such Credit
Agreement or obligations of Borrower to Lender_[such Credit Agreement amended and
restated that certain Second Amended and Restated Credit Agreement dated July 5, 2002,
executed by and between Borrower and Lender which amended and restated that certain
First Amended and Restated Credit Agreement dated November 12, 2001, executed by
and between Borrower and Lender. which amended and restated that certain Credit
Agreement dated April 11, 2001, executed by and between Borrower and Lender (such
credit agreements which have been amended and restated are hereinafter referred to
collectively as the “Prior Credit Agreements™)];
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©) Certain indemnification provisions and agreements (hereinafter referred to -

collectively as the "Indemnifications") contained in the Credit Agreement and in certain
mortgages, security agreements and assignments of leases executed and delivered or to be
executed and delivered by Borrower to Lender in connection with the Prior Credit
Agreements, the Credit Agreement or the Note (such mortgages and/or any direct or
remote agreement amending or restating such mortgages, as may be from time to time
modified or amended is hereinafier referred to as the "Mortgages"), including any
modifications or amendments of the Indemnifications;

{d) Any instrument, agreement or document executed in connection with any
Rate Management Transaction as defined herein [for purposes of this Guaranty, “Rate
Management Transaction” means any transaction (including any agreement with respect

thereto) now existing or hereafier entered into between Borrower and Lender, or any of
Lender’s subsidiaries or affiliates or their successors, which is an interest rate protection
agreement, foreign curtency exchange agreement, commodity price protection
agreement, or other interest or currency exchange rate or commodity price hedging
arrangement. including without limitation (i} any rate swap, basis swap, forward rate
transaction, commodity swap, commodity option, equity or equity index swap, equity or
equity index option, bond option, interest rate option, foreign exchange transaction, cap
transaction, floor transaction, collar transaction, forward transaction, currency swap
transaction, cross-currency rate swap transaction, currency option or any other similar
hedging arrangement or transaction (including any option with respect to any of these
transactions) or_any combination thereof, whether linked to one or more interest rates,
foreign currencies, commodity prices, equity prices or other financial measures and (ii

any transaction which is governed or evidenced by an ISDA Master Agreement and any

related schedule, confirmation or document confirming or evidencing the transaction or
trade detailsl; and

¢di(e) Any and all extensions, renewals, increases, modifications, amendments,
restatements and direct or remote replacements of the foregoing.

(all of the indebtedness, obligations and Indemnifications guaranteed hereby are hereinafier
referred to collectively as the "Indebtedness” and the Note, the Credit Agreement, the Mortgages
and any other documents from time to time evidencing or executed in connection with all or any
portion of the Indebtedness are hereinafter referred to collectively as the "Loan Documents").

Guarantor agrees to pay to Lender, without relief from valuation and appraisement laws,
all amounts payable under this Guaranty, together with the costs and expenses incurred by
Lender in connection with the collection or enforcement of this Guaranty, including without
implied limitation reasonable attorneys' fees incurred by Lender in connection with (i) the
protection of any security for or rights arising in connection with this Guaranty, (ii)the
enforcement of any provision contained in this Guaranty or in any document executed in
connection herewith, or (iii) the collection of any indebtedness evidenced hereby or arising in
connection herewith (including without limitation attorneys fees incurred by Lender in
connection with any bankruptcy, reorganization, receivership or other proceeding affecting
creditor’s rights and involving a claim under this Guaranty or any document executed in
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connection herewith). All payments by Guarantor to Lender shall be paid in lawful money of the
United States of America.

In addition, the obligations of Guarantor hereunder are primary, absolute, independent,
irrevocable and unconditional. After an Event of Default (as defined in the Credit Agreement)
by Borrower, Lender may proceed directly against Guarantor without exercising and/or
exhausting any right or remedy against (a) any collateral which is security for the Indebtedness
or (b) Borrower or any other guarantor or other party primarily or secondarily liable for the
payment of the Indebtedness.

In addition to the obligation of Guarantor to pay and perform when due all Indebtedness,
upon the written demand of Lender after the occurrence of any Event of Default by Borrower,
Guarantor shall immediately pay in full and satisfy all of the Indebtedness remaining unpaid or
unsatisfied at such time, whether or not such Indebtedness may then be due and payable, together
with the costs and expenses (including without implied limitation reasonable attorneys' fees)
incurred by Lender in connection with the collection or enforcement of this Guaranty, without
relief from valuation and appraisement laws.

Lender may, without demand or notice of any kind, at any time when any Indebtedness
shall be due and payable hereunder by Guarantor, apply toward the payment of any such amount,
in such manner of application as Lender may choose, any funds of Guarantor on deposit with or
in the possession of Lender.

Lender may from time to time without notice to or the consent of Guarantor release,
compromise, extend, increase or otherwise modify or amend any liability of Borrower or the
terms of any agreement, document or instrument evidencing the Indebtedness or executed in
connection with the Indebtedness. The obligations of Guarantor under this Guaranty shall be
absolute and unconditional under any and all circumstances (including, but without limitation,
any event, occurrence or circumstance, whether or not within the contemplation of the parties
hereto and whether or not affecting the purposes of or any consideration to the Guarantor in
entering into this Guaranty) and shall remain in full force and effect until (i) all credit
arrangements extended by Lender to Borrower have been terminated in writing and (ii) the
Indebtedness has been paid in full. Notwithstanding anything expressed or implied herein to the
contrary or any action or inaction taken by Lender with respect to the Indebtedness or any
documents executed in connection therewith, the obligations of Guarantor with respect to the
Indemnifications shall remain in full force and effect for as long as Borrower's obligations with
respect to the Indemnifications shall remain in effect.

The obligations of Guarantor shall not be affected, modified or impaired upon the
happening from time to time of any event, including but without limitation any of the following,
whether or not with notice to, or the consent of, Guarantor (notice of and consent to each of the
following is hereby expressly waived by Guarantor):

(@) The waiver, surrender, compromise, alteration, settlement, discharge,

release or termination of any or all of the obligations, covenants or agreements of
Borrower except for the payment and performance of the Indebtedness in full;
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(b) The failure to give notice to Borrower or Guarantor of the occurrence of
an event of default under the terms and provisions of this Guaranty or any of the Loan
Documents;

{c) The extension or renewal of time for payment of any of the Indebtedness
or any amount due under this Guaranty or of the time for performance of any other
obligation, covenant or agreement under or arising out of this Guaranty or any of the
Loan Documents;

(d The recision, waiver, modification or amendment {whether material or
otherwise) of any obligation, covenant or agreement set forth in this Guaranty or any of
the Loan Documents or any other act or thing or omission or delay to do any other act or
thing which may in any manner or to any extent vary the risk of Guarantor or would
otherwise operate as a discharge of Guarantor as a matter of law;

(e) The taking, suffering or omitting to take any of the actions referred to or
permitted to be taken by Lender in this Guaranty or in any of the Loan Documents;

® The failure, omission, delay or lack of diligence on the part of Lender to
enforce, assert or exercise any right, power or remedy conferred on Lender under this
Guaranty or any of the Loan Documents;

(2) The voluntary or involuntary liquidation, dissolution, sale or other
disposition of all or substantially all of the assets, marshalling of assets and liabilities, -
receivership, insolvency, bankruptcy, reorganization, arrangement, composition with
creditors or readjustment of, or any similar proceedings affecting Borrower or the
allegation or contest of the validity of this Guaranty or any of the Loan Documents;

(h) The release or discharge of Borrower from the performance or observance
of any obligation, covenant or agreement contained in any of the Loan Documents;

(1) Any event or action that would result in the release or discharge of
Guarantor from the performance or observance of any obligation, covenant or agreement
contained in this Guaranty;

'0) The default or failure of Guarantor fully to perform the obligations of
Guarantor set forth in this Guaranty;

(k)  The invalidity, illegality or unenforceability of any of the Loan
Documents or any part thereof;,

) The waiver, surrender, compromise, alteration, settlement, discharge,
release or termination of any or all of the obligations, covenants or agreements of any
other guarantor or other party primarily or secondarily liable for the payment of the
Indebtedness; or

(m) The consent by Lender of (i) the assignment, conveyance or transfer by
Borrower of any collateral which is security for the Indebtedness or (ii) the granting of a
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second mortgage lien, security interest or collateral assignment in any of the collateral
securing the Indebtedness to third parties.

Guarantor acknowledges that Guarantor has had an opportunity to review the Loan
Documents and all other documentation and information which Guarantor feels is necessary or
appropriate in order to execute and deliver this Guaranty to Lender. Guarantor warrants and
represents to Lender that Guarantor has knowledge of Borrower's financial condition and affairs
and of all other circumstances which bear upon the risk assumed by Guarantor under this
Guaranty. Guarantor agrees to continue to keep informed thereof while this Guaranty is in force
and further agrees that Lender does not have and will not have any obligation to investigate the
financial condition or affairs of Borrower for the benefit of Guarantor or to advise Guarantor of
any fact respecting, or any change in, the financial condition or affairs of Borrower or any other
circumstance which may bear upon Guarantor's risk hereunder which comes to the knowledge of
Lender, its directors, officers, employees or agents at any time, whether or not Lender knows,
believes or has reason to know or to believe that any such fact or change is unknown to
Guarantor or might or does materially increase the risk of Guarantor hereunder.

Guarantor hereby ratifies all representations and warranties made by Borrower with
respect to Guarantor and agrees to be bound by all covenants, agreements and releases made by
Borrower with respect to Guarantor.

Guarantor hereby waives each of the following:

(a) Notice of (i) the acceptance of this Guaranty, (ii) the existence or creation
of all or any of the Indebtedness, (iii) any extension of credit, advancement,
readvancement, loan or similar accommodation by Lender to Borrower, and (iv) the
amount of the Indebtedness which may exist from time to time;

(b) Any and all presentment, demand, protest -or notice of dishonor,
nonpayment or other default with respect to any of the Indebtedness;

© Until Lender shall have received payment in full of all of the
Indebtedness, any claim, right or remedy which Guarantor may now have or hereafter
acquire against Borrower that arises hereunder and/or from the performance by Guarantor
hereunder including, without limitation, any claim, remedy or right of subrogation,
reimbursement, exoneration, contribution, indemnification, or participation in any claim,
right or remedy of Lender against Borrower or any security which Lender now has or
hereafter acquires, whether or not such claim, right or remedy arises in equity, under
contract, by statute, under common law, or otherwise;

(d)  Any and all defenses based on suretyship or impairment of collateral;

(e) All diligence in collection or protection of or realization upon (i) the
Indebtedness or any part thereof, (ii) any obligation hereunder, and (iii) any collateral
securing the Indebtedness; and

® Any rights arising by reason of the incapacity, lack of authority, death or

disability of any other guarantor of the Indebtedness or any failure by Lender to file or
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enforce a claim against the estate of any other guarantor.

Pursuant to the provisions of [.C. 26-1-3.1-605(i), Guarantor hereby waives any right of

discharge of this Guaranty arising under any defense based upon suretyship or impairment of

collateral or any other right of discharge set forth under the provisions of 1.C. 26-1-3.1-605.

Guarantor shall have no right of contribution with respect to any other guarantor unless
and until Lender shall have received payment in full of all of the Indebtedness. Prior to an Event
of Default, Guarantor may receive from Borrower regularly scheduled payments of principal and
interest on indebtedness of Borrower to Guarantor incurred in the ordinary course of business.

After an Event of Default, Guarantor shall not pursue collection of any indebtedness of Borrower -

to Guarantor or exercise any right or remedy with respect to any security therefor unless and
until Lender shall have received payment in full of all of the Indebtedness.

Guarantor agrees (i) to give prompt written notice to Lender of any material adverse
change in the condition or operation of Guarantor, financial or otherwise and (i) in any event:
(1) within one hundred twenty (120) days after the end of each calendar year, to provide Lender
with a financial statement for Guarantor in the form required under paragraph 8.1(d)(v) of the
Credit Agreement and (2) a copy of the federal income tax return for Guarantor within thirty (30)

days from filing and in no event later than November 15th of each calendar year for the calendar

year then ended. Guarantor represents, warrants and covenants to Lender that (i) the financial
statements of Guarantor heretofore delivered to Lenders-dated-December-31,-3999; are true and
correct in all material respects and fairly present the financial condition of Guarantor, (ii) there
has been no material adverse change in the financial condition of Guarantor since the date of
such statements, and (iii) Guarantor will not cause or permit any of Guarantor's property,
business or assets to be sold, terminated, assigned, leased, conveyed, pledged or otherwise
transferred or encumbered without fair and adequate consideration so long as any Indebtedness
remains unpaid.

If any demand is made at any time upon Lender for the repayment or recovery of any
amount or amounts received by Lender in payment or on account of any of the Indebtedness and
Lender repays to Borrower or a person claiming by, through or under Borrower all or any part of
such amount or amounts by reason of any judgment, decree or order of any court or
administrative body or by reason of any settlement or compromise of any such demand,
Guarantor will be and remain liable hereunder for the amount or amounts so repaid or recovered
to the same extent as if such amount or amounts had never been received originally by Lender.

Guarantor hereby subordinates any and all indebtedness of Borrower now or hereafter
owed to Guarantor to all Indebtedness of Borrower to Lender, and agrees with Lender that after
the occurrence of an event of default under any of the Loan Documents, Guarantor shall not

demand or accept any payment of principal or interest from Borrower, shall not claim any offset -

or other reduction of Guarantor's obligations hereunder because of any such indebtedness, and
shall not take any action to obtain any of the security described in and encumbered by any
instrument securing the Indebtedness of Borrower to Lender; provided, however, that if Lender
so requests, such indebtedness of Borrower to Guarantor shall be collected, enforced and
received by Guarantor as trustee for Lender and be paid over to Lender on account of the

Page 6 of 10



Indebtedness of Borrower to Lender, but without reducing or affecting in any manner the
liability of Guarantor under the other provisions of this Guaranty.

Guarantor acknowledges and agrees that (i) there may be from time to time additional
guarantors of the Indebtedness, (ii) each such additional guarantor may execute a separate
guaranty in connection with such guarantor's guarantee of the Indebtedness, (iii) each such
separate guaranty may contain different terms and provisions than the terms and provisions set
forth in this Guaranty and (iv) each such separate guaranty may guarantee more indebtedness and
obligations (or less indebtedness and fewer obligations) of Borrower to Lender than the
indebtedness and obligations of Borrower to Lender which are guaranteed under this Guaranty.
Guarantor further acknowledges and agrees that the existence of any such additional guarantor
and separate guaranty shall not affect the indebtedness and obligations of Guarantor under this
Guaranty.

Guarantor acknowledges that (i) the terms and conditions of the documents evidencing -
the Indebtedness may include a future advancement and/or a revolving feature, (ii) the principal
balance of the Indebtedness from time to time outstanding may be reduced to zero dollars ($0.00)
and (iii) Lender may make periodic advancements and readvancements of the Indebtedness as
provided for in the documents evidencing the Indebtedness. Guarantor confirms and agrees that
this Guaranty shall be effective with respect to all advancements and readvancements of the
Indebtedness.

Guarantor and Lender agree that all actions or proceedings arising directly, indirectly or
otherwise in connection with, out of, related to or from this Guaranty shall be litigated in a court
having situs within the State of Indiana and where the real estate mortgage which is to be or has
been granted to secure all or part of the Indebtedness is required to be foreclosed. Guarantor and
Lender hereby consent and submit to the jurisdiction of any local, state or federal court located
within Indiana.

Guarantor agrees that for purposes of this Guaranty, any indebtedness and obligations
which Borrower may have to any subsidiary or affiliate of Lender in connection with any Rate
Management Transaction shall be deemed to be indebtedness and obligations owed directly to
Lender and the payment and performance when due shall be guaranteed by this Guaranty and
may be collected and recovered by Lender in any action to enforce this Guaranty as if such
indebtedness and obligations were directly owed to I.ender.

Guarantor and Lender, by acceptance of this Guaranty, hereby agree that any suit, action
oi pioceeding, whether a claim or counterclaim, brought or instituted by any party on or with
respect to this Guaranty or any other document executed in connection herewith or which in any
way relates, directly or indirectly to the Indebtedness or any event, transaction or occurrence
arising out of or in any way connect with this Guaranty or the dealings of the parties with respect
hereto, shall be tried only by a court and not by a jury. GUARANTOR AND LENDER, BY
ACCEPTANCE OF THIS GUARANTY, HEREBY EXPRESSLY WAIVE ANY RIGHT
TO A TRIAL BY JURY IN ANY SUCH SUIT, ACTION OR PROCEEDING. Guarantor
and Lender acknowledge that Guarantor and Lender may have a right to a trial by jury in any
such suit, action or proceeding and that Guarantor and Lender hereby are knowingly,
intentionally and voluntarily waiving any such right. Guarantor and Lender further acknowledge
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and agree that this paragraph is material to this Guaranty and that adequate consideration has
been given by Guarantor and Lender and received by Guarantor and Lender in exchange for the
waiver made by Guarantor and Lender pursuant to this paragraph.

Any written notice permitted or required hereunder shall be effective when (a) mailed by
certified United States mail, postage prepaid with return receipt requested, or (b) sent by an
overnight carrier which provides for a return receipt, to the applicable address specified below:

1f to Guarantor: Davis Holding Corporation
3755 East 82nd Street
Indianapolis, Indiana 46240
Attn: C. Richard Davis

[f to Lender: The Huntington National Bank
201 North Illinois Street, Suite 1800
Indianapolis, Indiana 46240
Attention: Jacqueline E. McNeelan

or at such other address within the State of Indiana as Guarantor or Lender may from time to
time specify for itself by notice hereunder.

Guarantor hereby acknowledges, certifies and represents to Lender that:

{(a) Guarantor has a direct financial interest in Borrower and will benefit
directly from the extension of the Indebtedness to Borrower;

(b)  Guarantor has received valuable and sufficient consideration for the
execution and delivery to Lender of this Guaranty;

© This Guaranty has been duly executed by the authorized representative(s)
of Guarantor pursuant to all necessary action on its part;

(d)  The execution and delivery of this Guaranty to Lender will not cause
Guarantor to be rendered insolvent;

{e)  The assets of Guarantor, valued on a fair saleable basis, are equal to or
greater than the sum of all liabilities and contingent liabilities of Guarantor; ead

(H Guarantor's cash flow is adequate to perform its obligations under this
Guaranty and pay off all debts as they become due;- and

(g) Guarantor is a corporation duly organized and validly existing under the
laws of the State of Indiana, and has full power under its articles of incorporation and
bylaws. and any amendments thereto, and under all applicable provisions of law to
guarantee the Indebtedness.
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This Guaranty shall be binding upon Guarantor and Guarantor's respective heirs,
beneficiaries, successors, assigns and legal representatives and shall inure to the benefit of
Lender and its successors, assigns and legal representatives.

This Guaranty is executed and shall be construed in accordance with the laws of the State
of Indiana, notwithstanding that Indiana conflicts of law rules might otherwise require the
substantive rules of law of another jurisdiction to apply. If any provision (or portion thereof) of
this Guaranty or the application thereof to any person or circumstance shall to any extent be
invalid or unenforceable, then the remainder of this Guaranty or the application of such provision
(or portion thereof) to any other person or circumstance shall be valid and enforceable to the
fullest extent permitted by law. Whenever the context requires or permits the singular shall
include the plural, the plural shall include the singular and the masculine, feminine and neuter
shall be freely interchangeable.

The undersigned, executing this Guaranty for and on behalf of Guarantor, certifies and
represents to Lender that he is duly authorized by all action necessary on the part of Guarantor to
execute and deliver this Guaranty and that this document constitutes a legal, valid and binding
obligation of Guarantor in accordance with its terms.

This Guaranty completely amends, restates, supersedes and replaces that certain First

Replacement Continuing Guaranty dated as of July 5, 2002, Nevember 12,2004;-executed by
Guarantor to Lender with respect to the Indebtedness.

IN WITNESS WHEREOF, Guarantor has executed this Guaranty to be effective as of the
day of December, 2004.-5"-day-of July.2602.

DAVIS HOLDING CORPORATION,
an Indiana corporation

By:
C. Richard Davis, Vice President
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STATE OF INDIANA )
) SS:
COUNTY OF )

Before me, a Notary Public in and for said County and State, personally appeared C.
Richard Davis, Vice President of Davis Holding Corporation, an Indiana corporation, who, after
having been duly sworn, acknowledged the execution of the foregoing Second Replacement |
Continuing Guaranty.

WITNESS my hand and Notarial Seal this day of December, 2004.
2002
Notary Public
My Commission Expires: My County of Residence:

197675-1 (3235-0115)
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FIRST-SECOND REPLACEMENT CONTINUING GUARANTY

In consideration of credit which THE HUNTINGTON NATIONAL BANK, a national
banking association having its principal banking offices at Capital Center, 201 North lllinois
Street, Suite 1800, Indianapolis, Indiana 46204 (hereinafter referred to as "Lender"), may
concurrently with the execution hereof or from time to time hereafter extend to DAVIS HOMES,
LLC, an Indiana limited liability company C(hereinafter referred to as "Borrower"), the
undersigned, DAVIS INVESTMENTS, L.P., an Indiana limited partnership (hereinafter referred
to as "Guarantor"), hereby unconditionally guarantees to Lender, its successors and assigns, the
payment and performance when due, whether by acceleration or otherwise, without presentment
or demand, protest, notice of dishonor or diligence in collection and with a right of set-off
against the undersigned, together with costs of collection and reasonable attorneys' fees and
without relief from valuation or appraisement laws, of the principal of and interest on all present
and future indebtedness and obligations of Borrower to Lender in accordance with the terms and
conditions of such indebtedness and obligations and all extensions, renewals, increases or
modifications of such indebtedness and obligations, whether direct or indirect, absolute or
contingent and evidenced by promissory notes, checks, drafis, letters of credit, bills, open
accounts, warranties, covenants, undertakings, indemnifications or otherwise, including, but not
limited to, the indebtedness and obligations evidenced by or arising in connection with the
following:

(a) A certain Third Second Replacement Promissory Note of even date
herewith, executed simultaneously herewith by Borrower and payable to the order of
Lender in the original principal amount of Fifteen Million and no/100 Dollars
($15,000,000.00), or any notes in renewal thereof, or as from time to time renewed,
extended, amended, modified or increased (such promissory note, and/or any promissory
note which is a direct or remote modification, amendment, restatement or replacement of
such promissory note, as may be from time to time modified or amended, is hereinafter
referred to as the "Note");

(b) A certain Third Second-Amended and Restated Credit Agreement of even
date herewith. executed simultaneously herewith by and between Borrower and Lender in
connection with a revolving line of credit established in favor of Borrower in the
principal amount of Fifteen Million and no/100 Dollars ($15,000,000.00) (such Third
Second-Amended and Restated Credit Agreement and/or any direct or remote agreement
amending or restating such Third Secend-Amended and Restated Credit Agreement, as
may be from time to time modified or amended, is hereinafter referred to as the "Credit
Agreement"), including any modification, amendment or restatement of such Credit
Agreement or obligations of Borrower to Lender_[such Credit Agreement amended and
restated that certain Second Amended and Restated Credit Agreement dated July 5, 2002,
executed by and between Borrower and Lender. which amended and restated that certain
First Amended and Restated Credit Agreement dated November 12, 2001, executed by
and between Borrower and Lender, which amended and restated that certain Credit
Agreement dated April 11, 2001, executed by and between Borrower and Lender (such

credit agreements which have been amended and restated are hereinafter referred to
collectively as the “Prior Credit Agreements™)];
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(c) Certain indemnification provisions and agreements (hereinafter referred to
collectively as the "Indemnifications") contained in the Credit Agreement and in certain
mortgages, security agreements and assignments of leases executed and delivered or to be
executed and delivered by Borrower to Lender in connection with the Prior Credit
Agreements. the Credit Agreement or the Note (such mortgages and/or any direct or
remote agreement amending or restating such mortgages, as may be from time to time
modified or amended is hereinafter referred to as the "Mortgages"), including any
modifications or amendments of the Indemnifications;

(d) Any instrument, agreement or document executed in connection with any
Rate Management Transaction as defined herein [for purposes of this Guaranty, ‘Rate
Management Transaction” means any transaction (including any agreement with respect
thereto) now existing or hereafter entered into between Borrower and Lender, or any of
Lender’s subsidiaries or affiliates or their successors, which is an interest rate protection
agreement, foreign currency exchange agreement, commodity price protection
agreement, or other interest or currency exchange rate or commodity price hedging
arrangement. including without limitation (i) any rate swap, basis swap, forward rate
transaction, commodity swap, commodity option, equity or equity index swap, equity or
equity index option, bond option, interest rate option, foreign exchange transaction. cap
transaction., floor transaction. collar transaction, forward transaction, currency swap
transaction. cross-currency rate swap fransaction, currency option or any other similar
hedging arrangement or transaction (including any option with respect to any of these
transactions) or any combination_thereof, whether linked to one or more interest rates,
foreign currencies, commodity prices, equity prices or other financial measures and (ii)
any transaction which is governed or evidenced by an ISDA Master Agreement and any
related schedule, confirmation or document confirming or evidencing the transaction or

trade details]; and

¢e) Any and all extensions, renewals, increases, modifications, amendments,
restatements and direct or remote replacements of the foregoing.

(all of the indebtedness, obligations and Indemnifications guaranteed hereby are hereinafter
referred to collectively as the "Indebtedness"” and the Note, the Credit Agreement, the Mortgages
and any other documents from time to time evidencing or executed in connection with all or any
portion of the Indebtedness are hereinafter referred to collectively as the "Loan Documents™).

Guarantor agrees to pay to Lender, without relief from valuation and appraisement laws,
all amounts payable under this Guaranty, together with the costs and expenses incurred by
Lender in connection with the collection or enforcement of this Guaranty, including without
implied limitation reasonable attorneys' fees incurred by Lender in connection with (i) the
protection of any security for or rights arising in connection with this Guaranty, (ii)the
enforcement of any provision contained in this Guaranty or in any document executed in
connection herewith, or (iii) the collection of any indebtedness evidenced hereby or arising in
connection herewith (including without limitation attorneys fees incurred by Lender in
connection with any bankruptcy, reorganization, receivership or other proceeding affecting
creditor’s rights and involving a claim under this Guaranty or any document executed in
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connection herewith). All payments by Guarantor to Lender shall be paid in lawful money of the
United States of America.

In addition, the obligations of Guarantor hereunder are primary, absolute, independent,
irrevocable and unconditional. After an Event of Default (as defined in the Credit Agreement)
by Borrower, Lender may proceed directly against Guarantor without exercising and/or
exhausting any right or remedy against (a) any collateral which is security for the Indebtedness
or (b) Borrower or any other guarantor or other party primarily or secondarily liable for the
payment of the Indebtedness.

In addition to the obligation of Guarantor to pay and perform when due all Indebtedness,
upon the written demand of Lender after the occurrence of any Event of Default by Borrower,
Guarantor shall immediately pay in full and satisfy all of the Indebtedness remaining unpaid or
unsatisfied at such time, whether or not such Indebtedness may then be due and payable, together
with the costs and expenses (including without implied limitation reasonable attorneys' fees)
incurred by Lender in connection with the collection or enforcement of this Guaranty, without
relief from valuation and appraisement laws.

Lender may, without demand or notice of any kind, at any time when any Indebtedness
shall be due and payable hereunder by Guarantor, apply toward the payment of any such amount,
in such manner of application as Lender may choose, any funds of Guarantor on deposit with or
in the possession of Lender.

Lender may from time to time without notice to or the consent of Guarantor release,
compromise, extend, increase or otherwise modify or amend any liability of Borrower or the
terms of any agreement, document or instrument evidencing the Indebtedness or executed in
connection with the Indebtedness. The obligations of Guarantor under this Guaranty shall be
absolute and unconditional under any and all circumstances (including, but without limitation,
any event, occurrence or circumstance, whether or not within the contemplation of the parties
hereto and whether or not affecting the purposes of or any consideration to the Guarantor in
entering into this Guaranty) and shall remain in full force and effect until (i)all credit
arrangements extended by Lender to Borrower have been terminated in writing and (ii) the
Indebtedness has been paid in full. Notwithstanding anything expressed or implied herein to the
contrary or any action or inaction taken by Lender with respect to the Indebtedness or any
documents executed in connection therewith, the obligations of Guarantor with respect to the
Indemnifications shall remain in full force and effect for as long as Borrower's obligations with
respect to the Indemmnifications shall remain in effect.

The obligations of Guarantor shall not be affected, modified or impaired upon the
happening from time to time of any event, including but without limitation any of the following,
whether or not with notice to, or the consent of, Guarantor (notice of and consent to each of the
following is hereby expressly waived by Guarantor):

(a) The waiver, surrender, compromise, alteration, settlement, discharge,
release or termination of any or all of the obligations, covenants or agreements of
Borrower except for the payment and performance of the Indebtedness in full;
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(b)  The failure to give notice to Borrower or Guarantor of the occurrence of
an event of default under the terms and provisions of this Guaranty or any of the Loan
Documents;

(¢}  The extension or renewal of time for payment of any of the Indebtedness
or any amount due under this Guaranty or of the time for performance of any other .
obligation, covenant or agreement under or arising out of this Guaranty or any of the
Loan Documents;

(d) The recision, waiver, modification or amendment (whether material or
otherwise) of any obligation, covenant or agreement set forth in this Guaranty or any of
the Loan Documents or any other act or thing or omission or delay to do any other act or
thing which may in any manner or to any extent vary the risk of Guarantor or would
otherwise operate as a discharge of Guarantor as a matter of law;

()  The taking, suffering or omitting to take any of the actions referred to or
permitted to be taken by Lender in this Guaranty or in any of the Loan Documents;

§3)] The failure, omission, delay or lack of diligence on the part of Lender to
enforce, assert or exercise any right, power or remedy conferred on Lender under this
Guaranty or any of the Loan Documents;

(g0 The voluntary or involuntary liquidation, dissolution, sale or other
disposition of all or substantially all of the assets, marshalling of assets and liabilities,
receivership, insolvency, bankruptcy, reorganization, arrangement, composition with
creditors or readjustment of, or any similar proceedings affecting Borrower or the
allegation or contest of the validity of this Guaranty or any of the Loan Documents;

(h)  The release or discharge of Borrower from the performance or observance
of any obligation, covenant or agreement contained in any of the Loan Documents;

() Any event or action that would result in the release or discharge of
Guarantor from the performance or observance of any obligation, covenant or agreement
contained in this Guaranty;

1) The default or failure of Guarantor fully to perform the obligations of
Guarantor set forth in this Guaranty;

(k) The invalidity, illegality or unenforceability of any of the Loan
Documents or any part thereof;

Q)] The waiver, surrender, compromise, alteration, settlement, discharge,
release or termination of any or all of the obligations, covenants or agreements of any
other guarantor or other party primarily or secondarily liable for the payment of the
Indebtedness; or

(m)  The consent by Lender of (i) the assignment, conveyance or transfer by
Borrower of any collateral which is security for the Indebtedness or (ii) the granting of a
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second mortgage lien, security interest or collateral assignment in any of the collateral
securing the Indebtedness to third parties.

Guarantor acknowledges that Guarantor has had an opportunity to review the Loan
Documents and all other documentation and information which Guarantor feels is necessary or
appropriate in order to execute and deliver this Guaranty to Lender. Guarantor warrants and
represents to Lender that Guarantor has knowledge of Borrower's financial condition and affairs
and of all other circumstances which bear upon the risk assumed by Guarantor under this
Guaranty. Guarantor agrees to continue to keep informed thereof while this Guaranty is in force
and further agrees that Lender does not have and will not have any obligation to investigate the
financial condition or affairs of Borrower for the benefit of Guarantor or to advise Guarantor of
any fact respecting, or any change in, the financial condition or affairs of Borrower or any other
circumstance which may bear upon Guarantor's risk hereunder which comes to the knowledge of
Lender, its directors, officers, employees or agents at any time, whether or not Lender knows,
believes or has reason to know or to believe that any such fact or change is unknown to
Guarantor or might or does materially increase the risk of Guarantor hereunder.

Guarantor hereby ratifies all representations and warranties made by Borrower with
respect to Guarantor and agrees to be bound by all covenants, agreements and releases made by
Borrower with respect to Guarantor.

Guarantor hereby waives each of the following:

(a) Notice of (i) the acceptance of this Guaranty, (ii) the existence or creation
of all or any of the Indebtedness, (iii) any extension of credit, advancement,
readvancement, loan or similar accommodation by Lender to Borrower, and (iv) the
amount of the Indebtedness which may exist from time to time;

(b) Any and all presentment, demand, protest or notice of dishonor, -
nonpayment or other default with respect to any of the Indebtedness;

() Until Lender shall have received payment in full of all of the
Indebtedness, any claim, right or remedy which Guarantor may now have or hereafter
acquire against Borrower that arises hereunder and/or from the performance by Guarantor
hereunder including, without limitation, any claim, remedy or right of subrogation,
reimbursement, exoneration, contribution, indemnification, or participation in any claim,
right or remedy of Lender against Borrower or any security which Lender now has or
hereafter acquires, whether or not such claim, right or remedy arises in equity, under
contract, by statute, under common law, or otherwise;

(d)  Any and all defenses based on suretyship or impairment of collateral;
(e)  All diligence in collection or protection of or realization upon (i) the -

Indebtedness or any part thereof, (ii) any obligation hereunder, and (iii) any collateral
securing the Indebtedness; and

6] Any rights arising by reason of the incapacity, lack of authority, death or
disability of any other guarantor of the Indebtedness or any failure by Lender to file or
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enforce a claim against the estate of any other guarantor.

Pursuant to the provisions of 1.C. 26-1-3.1-605(i), Guarantor hereby waives any right of
discharge of this Guaranty arising under any defense based upon suretyship or impairment of
collateral or any other right of discharge set forth under the provisions of 1.C. 26-1-3.1-605.

Guarantor shall have no right of contribution with respect to any other guarantor unless .
and until Lender shall have received payment in full of all of the Indebtedness. Prior to an Event
of Default, Guarantor may receive from Borrower regularly scheduled payments of principal and
interest on indebtedness of Borrower to Guarantor incurred in the ordinary course of business. -
After an Event of Default, Guarantor shall not pursue collection of any indebtedness of Borrower
to Guarantor or exercise any right or remedy with respect to any security therefor unless and
until Lender shall have received payment in full of all of the Indebtedness.

Guarantor agrees (i) to give prompt written notice to Lender of any material adverse
change in the condition or operation of Guarantor, financial or otherwise and (ii) in any event:
(1) within one hundred twenty (120) days after the end of each calendar year, to provide Lender
with a financial statement for Guarantor in the form required under paragraph 8.1(d)(v) of the
Credit Agreement and (2) a copy of the federal income tax return for Guarantor within thirty (30)
days from filing and in no event later than November 15th of each calendar year for the calendar
year then ended. Guarantor represents, warrants and covenants to Lender that (i) the financial
statements of Guarantor heretofore delivered to Lender;-dated-December-31,31999; are true and
correct in all material respects and fairly present the financial condition of Guarantor, (ii) there -
has been no material adverse change in the financial condition of Guarantor since the date of
such statements, and (iii) Guarantor will not cause or permit any of Guarantor's property, -
business or assets to be sold, terminated, assigned, leased, conveyed, pledged or otherwise
transferred or encumbered without fair and adequate consideration so long as any Indebtedness
remains unpaid.

If any demand is made at any time upon Lender for the repayment or recovery of any
amount or amounts received by Lender in payment or on account of any of the Indebtedness and
Lender repays to Borrower or a person claiming by, through or under Borrower all or any part of
such amount or amounts by reason of any judgment, decree or order of any court or
administrative body or by reason of any settlement or compromise of any such demand,
Guarantor will be and remain liable hereunder for the amount or amounts so repaid or recovered
to the same extent as if such amount or amounts had never been received originally by Lender.

Guarantor hereby subordinates any and all indebtedness of Borrower now or hereafter
owed to Guarantor to all Indebtedness of Borrower to Lender, and agrees with Lender that after
the occurrence of an event of default under any of the Loan Documents, Guarantor shall not
demand or accept any payment of principal or interest from Borrower, shall not claim any offset
or other reduction of Guarantor's obligations hereunder because of any such indebtedness, and
shall not take any action to obtain any of the security described in and encumbered by any
instrument securing the Indebtedness of Borrower to Lender; provided, however, that if Lender
so requests, such indebtedness of Borrower to Guarantor shall be collected, enforced and
received by Guarantor as trustee for Lender and be paid over to Lender on account of the
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Indebtedness of Borrower to Lender, but without reducing or affecting in any manner the
liability of Guarantor under the other provisions of this Guaranty.

Guarantor acknowledges and agrees that (i) there may be from time to time additional
guarantors of the Indebtedness, (ii) each such additional guarantor may execute a separate
guaranty in connection with such guarantor's guarantee of the Indebtedness, (iii) each such
separate guaranty may contain different terms and provisions than the terms and provisions set
forth in this Guaranty and (iv) each such separate guaranty may guarantee more indebtedness and
obligations (or less indebtedness and fewer obligations) of Borrower to Lender than the
indebtedness and obligations of Borrower to Lender which are guaranteed under this Guaranty.
Guarantor further acknowledges and agrees that the existence of any such additional guarantor

and separate guaranty shall not affect the indebtedness and obligations of Guarantor under this
Guaranty.

Guarantor acknowledges that (i) the terms and conditions of the documents evidencing
the Indebtedness may include a future advancement and/or a revolving feature, (ii) the principal
balance of the Indebtedness from time to time outstanding may be reduced to zero dollars ($0.00)
and (iii) Lender may make periodic advancements and readvancements of the Indebtedness as
provided for in the documents evidencing the Indebtedness. Guarantor confirms and agrees that

this Guaranty shall be effective with respect to all advancements and readvancements of the
Indebtedness.

Guarantor and Lender agree that all actions or proceedings arising directly, indirectly or
otherwise in connection with, out of, related to or from this Guaranty shall be litigated in a court
having situs within the State of Indiana and where the real estate mortgage which is to be or has
been granted to secure all or part of the Indebtedness is required to be foreclosed. Guarantor and
Lender hereby consent and submit to the jurisdiction of any local, state or federal court located
within Indiana.

Guarantor agrees that for purposes of this Guaranty, any indebtedness and obligations
which Borrower may have to any subsidiary or affiliate of Lender in connection with any Rate
Management Transaction shall be deemed to be indebtedness and obligations owed directly to
Lender and the payment and performance when due shall be guaranteed by this Guaranty and

may be collected and recovered by Lender in any action to enforce this Guaranty as if such
indebtedness and obligations were directly owed to Lender.

Guarantor and Lender, by acceptance of this Guaranty, hereby agree that any suit, action
or proceeding, whether a claim or counterclaim, brought or instituted by any party on or with
respect to this Guaranty or any other document executed in connection herewith or which in any
way relates, directly or indirectly to the Indebtedness or any event, transaction or occurrence
arising out of or in any way connect with this Guaranty or the dealings of the parties with respect
hereto, shall be tried only by a court and not by a jury. GUARANTOR AND LENDER, BY
ACCEPTANCE OF THIS GUARANTY, HEREBY EXPRESSLY WAIVE ANY RIGHT
TO A TRIAL BY JURY IN ANY SUCH SUIT, ACTION OR PROCEEDING. Guarantor
and Lender acknowledge that Guarantor and Lender may have a right to a trial by jury in any
such suit, action or proceeding and that Guarantor and Lender hereby are knowingly,
intentionally and voluntarily waiving any such right. Guarantor and Lender further acknowledge
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and agree that this paragraph is material to this Guaranty and that adequate consideration has
been given by Guarantor and Lender and received by Guarantor and Lender in exchange for the
waiver made by Guarantor and Lender pursuant to this paragraph.

Any written notice permitted or required hereunder shall be effective when (a) mailed by
certified United States mail, postage prepaid with return receipt requested, or (b) sent by an
overnight carrier which provides for a return receipt, to the applicable address specified below:

If to Guarantor: Davis Investments, L.P.
3755 East 82nd Street
Indianapolis, Indiana 46240
Attn: C. Richard Davis

If to Lender: The Huntington National Bank
201 North Illinois Street, Suite 1800
Indianapolis, Indiana 46240
Attention: Jacqueline E. McNeelan

or at such other address within the State of Indiana as Guarantor or Lender may from time to
time specify for itself by notice hereunder.

Guarantor hereby acknowledges, certifies and represents to Lender that:

(a) Guarantor has a direct financial interest in Borrower and will benefit
directly from the extension of the Indebtedness to Borrower;

) Guarantor has received valuable and sufficient consideration for the
execution and delivery to Lender of this Guaranty;

(c) This Guaranty has been duly executed by the authorized representative(s) -
of Guarantor pursuant to all necessary action on its part;

(d)  The execution and delivery of this Guaranty to Lender will not cause
Guarantor to be rendered insolvent;

(e The assets of Guarantor, valued on a fair saleable basis, are equal to or
greater than the sum of all liabilities and contingent liabilities of Guarantor; and

8] Guarantor's cash flow is adequate to perform its obligations under this
Guaranty and pay off all debts as they become due; and-

(g) __ Guarantor is an limited partnership duly organized and validly existing
under the laws of the State of Indiana, and has full power under its certificate of limited

partnership and partnership agreement, and any amendments thereto. and under all
applicable provisions of law to guarantee the Indebtedness.
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This Guaranty shall be binding upon Guarantor and Guarantor's respective heirs,
beneficiaries, successors, assigns and legal representatives and shall inure to the benefit of
Lender and its successors, assigns and legal representatives.

This Guaranty is executed and shall be construed in accordance with the laws of the State
of Indiana, notwithstanding that Indiana conflicts of law rules might otherwise require the
substantive rules of law of another jurisdiction to apply. If any provision (or portion thereof) of
this Guaranty or the application thercof to any person or circumstance shall to any extent be
invalid or unenforceable, then the remainder of this Guaranty or the application of such provision
(or portion thereof) to any other person or circumstance shall be valid and enforceable to the
fullest extent permitted by law. Whenever the context requires or permits the singular shall
include the plural, the plural shall include the singular and the masculine, feminine and neuter
shall be freely interchangeable.

The undersigned, executing this Guaranty for and on behalf of Guarantor, certifies and
represents to Lender that he is duly authorized by all action necessary on the part of Guarantor to
execute and deliver this Guaranty and that this document constitutes a legal, valid and binding
obligation of Guarantor in accordance with its terms. ‘

This Guaranty completely amends, restates, supersedes and replaces that certain First
Replacement Continuing Guaranty dated as of July 5, 2002, Nevember12,-2001-executed by
Guarantor to Lender with respect to the Indebtedness.

IN WITNESS WHEREOF, Guarantor has executed this Guaranty to be effective as of
the day of December, 2004.-5"-day-of July-2002:

DAVIS INVESTMENTS, L.P., and Indiana
limited partnership, by its General Partner

Davis Holding Corporation, an Indiana corporation

By:
C. Richard Davis, Vice President
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STATE OF INDIANA )
) SS:
COUNTY OF )

Before me, a Notary Public in and for said County and State, personally appeared C.
Richard Davis, Vice President of Davis Holding Corporation, General Partner of Davis |
Investments, L.P., an Indiana limited partnership, who, after having been duly sworn,
acknowledged the execution of the foregoing Second Replacement Continuing Guaranty.

WITNESS my hand and Notarial Seal this day of December, 2004.
2002
Notary Public
My Commission Expires: My County of Residence:

197676-1 (3235-0115)
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SECOND-THIRD REPLACEMENT PROMISSORY NOTE |

$15,000,000.00 Effective as of December . 2004352002 |

Indianapolis, Indiana

For value received, DAVIS HOMES, LLC, an Indiana limited liability company having
its principal office at 3755 East 82™ Street, Indianapolis, Indiana 46240 (hereinafter referred to
as “Maker”), unconditionally promises to pay to the order of THE HUNTINGTON NATIONAL
BANK, a national banking association having its principal banking office at Capital Center, 201
North Illinois Street, Suite 1800, Indianapolis, Indiana 46204 (hereinafter referred to as
“Lender”), at Lender’s principal banking office or at such other place or to such other party as
Lender may from time to time designate, the principal sum of Fifteen Million and no/100 Dollars
($15,000,000.00), or so much thereof as shail from time to time be advanced by Lender to or for
the benefit of Maker hereunder, with interest on the principal balance from time to time
remaining unpaid from the date hereof at a rate per annum equal to one quarter of one_percent
(.25%) below the rate from time to time announced by Lender as its Prime Rate, with changes in
the interest rate hereunder to take effect on the same day as each change in such Prime Rate takes
effect, or in the event such Prime Rate is not available or in effect at any point in time, a
comparable rate selected by the holder of this Note. Such Prime Rate is not necessarily the rate
at which Lender lends its funds. 'Such Prime Rate is only an index rate from which interest rates
actually charged to Lender’s customers may be measured. The use of such Prime Rate does not
constitute a commitment by Lender to lend money at a preferred rate.

TERMS, PROVISIONS AND CONDITIONS

1. Payments. Principal and interest shall be payable as follows:

(a) Commencing on December 15, 2004, August$5:2002-and continuing on
the fifteenth (15™) day of each succeeding calendar month thereafter,
accrued and unpaid interest shall be due and payable;

(b)  On November 1, 2005, July15;2003,-the entire unpaid principal balance
and all accrued and unpaid interest shall be due and payabile.

2. Prepayments. If Maker has paid in full all accrued interest, fees and other amounts
then due and payable to Lender, Maker may prepay all or any portion of the principal amount
outstanding under this Note on any business day without the payment of a yield maintenance fee
or prepayment penalty. In addition, Maker shall be require to make any prepayments on the
principal amount outstanding under this Note as may be required pursuant to the terms of the
“Credit Agreement” defined in Paragraph 6 of the Note. Unless Lender otherwise agrees in
writing, partial prepayments of principal shall be credited to installments of the principal
outstanding under this Note in inverse order of maturity and shall not postpone the due dates of
the installments required under this Note.

3. Costs of Collection and Default Rate of Interest. In addition, if an event of default
occurs under this Note, Maker shall pay to Lender (a) reasonable attorneys’ fees incurred by
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Lender in connection with (i) the protection of any security for or rights arising in connection
with this Note, (ii) the enforcement of any provision contained in this Note or in any document
executed in connection herewith, or (iii) the collection of any indebtedness evidenced hereby or
arising in connection herewith (including without limitation attorneys fees incurred by Lender in
connection with any bankruptcy, reorganization, receivership or other proceeding affecting
creditor’s rights and involving a claim under this Note or any document executed in connection
herewith), (b) costs of collection and (c) during any period in which a defauit exists hereunder
and/or any period of delinquency on any amounts not paid when due, interest at a rate per annum
which is two percent (2%) above the interest rate otherwise applicable hereunder (hereinafter
referred to as the “Default Rate™) and (d) interest at the Default Rate on all accrued interest
which is not paid when due. If, after the occurrence of an event of default hereunder, Lender
employs an attorney or attorneys to protect Lender’s rights or remedies arising in connection
with this Note or any security for this Note, then Maker shall pay to Lender all attorneys fees and
expenses incurred by Lender in connection with such event of default, regardless of whether any
action is actually commenced against Maker by reason of any such event of default.

4. Valuation and Appraisement Laws. All principal, interest and other amounts payable
under or with respect to this Note shall be payable without relief from valuation and
appraisement laws.

5. Late Charge. Maker shall pay a “late charge” for the purpose of defraying expense
incident to handling upon any monthly installment of interest and/or principal, or portion thereof]
referred to above not paid within ten (10) days after the date when first due at the rate of five
cents (5¢) for each dollar ($1.00) so overdue with a minimum charge of Twenty-Five and no/100
Dollars ($25.00). Nothing herein contained shall be construed as a waiver by Lender of its
option to declare a default if any payment of any installment of interest and/or principal, or
portion thereof, is not made when due, and the assessment of a late charge shall not affect the
right of Lender to increase the rate of interest as herein provided on all amounts not paid when
due.

6. Security. This Note is given to evidence indebtedness of Maker to Lender arising in
connection with the terms, provisions and conditions of that certain Third Secend-Amended and
Restated Credit Agreement of even date herewith executed by and between Maker and Lender,
as from time to time amended or modified (such agreement as from time to time amended or
modified, and any replacement or restatement of such agreement, is hereinafter referred to as the
“Credit Agreement”), which amended and restated that certain Second Amended and Restated
Credit Agreement dated July 5. 2002, executed by and between Maker and Lender, which
amended and restated that certain First Amended and Restated Credit Agreement dated
November 12, 2001, executed by and between Maker and Lender, which amended and restated
that certain Credit Agreement dated April 11, 2001, executed by and between Maker and Lender
(such credit agreements which have been amended and restated are hereinafter referred to
collectively as the “Prior Credit Agreements”). This Note shall be entitled to the benefits of and
is secured by (a) any security agreements, mortgages or security documents, as from time to time
amended or modified, executed in favor of te-I.ender in connection with or pursuant to the terms
of the Credit Agreement_or any of the Prior Credit Agreements, and (b) any funds of Maker on
deposit with Lender. '
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7. Application of Payments. Each payment hereunder shall be applied to the payment of
accrued and unpaid interest, the principal balance outstanding under this Note and any other
sums payable to Lender in connection with this Note or any document entered into by Maker in
connection herewith, in such order and in such amounts as Lender shall determine in its sole
discretion. Interest shall be computed on the basis of a three hundred sixty (360)-day year
applied to the actual number of days in each interest-payment period. All amounts advanced by
Lender (in addition to the principal advanced under this Note) pursuant to applicable provisions
of the Credit Agreement or any other document entered into by Maker in connection with this
Note, together with interest at the Default Rate (if an event of default occurs under this Note) or
other charges as provided therein, shall be added to and immediately due and payable under this
Note. In the event any such advance is not so repaid by Maker, Lender may, at its option, first
apply any payments received hereunder to repay such advances together with any interest
thereon or other charges, and the balance, if any, shall be applied toward the payment of interest
and principal then due hereunder in such order as Lender shall determine, in its sole discretion.
All amounts payable from time to time under this Note, including without limitation principal
and interest payments, shall be due and payable in immediately available funds on the date each
such payment is due (or if such due date is a day on which Lender is not open for business, then
on the immediately preceding business day of Lender) at the principal office of Lender before
the time of day which Lender from time to time designates as its cut-off time for considering
deposits received as being received on such date (hereinafter referred to as the “Cut-Off Time”).
In the event any payment is received by Lender after the Cut-Off Time on any day, such payment
shall be deemed to be received as of the start of business on the next business day and, to the

extent interest accrues on such amounts paid, interest shall continue to accrue until the next
business day.

8. Revolving Line of Credit. The loan evidenced by this Note is a revolving line of
credit loan. The principal of this Note shall be advanced and readvanced pursuant to the terms
and conditions of the Credit Agreement, provided the maximum principal balance advanced and
outstanding at any point in time shall not exceed the principal amount of this Note.

9. Events of Default. Each of the following events shall constitute an event of default
hereunder:

(@)  a failure by Maker to make the payments required by this Note within five
(5) days when due;

(b) a default under or a failure to comply with any of the other terms,
provisions, conditions, agreements or covenants of this Note; or

{© a default under or a failure to comply with any of the terms, provisions,
conditions, agreements or covenants of the Credit Agreement or any other
agreement, instrument or document executed by Maker or any guarantor
to Lender in connection with the Credit Agreement and a failure to cure
such default within the applicable cure period specified therein, if any.

10. Remedies. Upon the occurrence of an event of default, all of the indebtedness
evidenced by this Note and remaining unpaid, including without limitation the entire unpaid
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principal balance, any accrued and unpaid interest, all prepayment premiums payable hereunder,
if any, and all other amounts payable under this Note, shall, at the option of Lender and without -
demand or notice, become immediately due and payable, anything contained in this Note to the
contrary notwithstanding. Lender may exercise this option to accelerate regardless of any prior
forbearance. Lender, at its option, shall have the right to perform all acts necessary for the
performance, sale, collection and enforcement of any collateral securing this Note and/or any
other agreement or document executed in connection herewith. Enforcement by Lender of any
security for Maker’s obligations under this Note shall not constitute an election by Lender of -
remedies so as to preclude the exercise of any other right or remedy available to Lender. All
rights and remedies of Lender herein specified are cumulative and in addition to, not in limitation
of, any rights and remedies which Lender may have by law or at equity.

11. Waiver and Consent. Presentment, notice of intent to accelerate, notice of .
acceleration, notice of dishonor and demand, protest and diligence in collection and bringing suit
are hereby severally waived by Maker and each endorser or guarantor, each of whom consents
that the time for the payment of this Note, or of any installment hereunder, may be extended
from time to time without notice by Lender. All guarantors, sureties and accommodation parties
of this Note hereby waive generally and specifically any and all rights that they may have, by
contract, at equity or under any state or federal law, to any defense, offset, claim in recoupment
or counterclaim not specifically set forth herein. |

12. No Waiver. No waiver of any default or failure or delay to exercise any right or
remedy by Lender shall operate as a waiver of any other default or of the same default in the
future or as a waiver of any right or remedy with respect to the same or any other occurrence.
The acceptance by Lender of any payment after the due date of such payment, or in an amount
which is less than the required payment, shall not be a waiver of Lender’s right to require prompt
payment when due of all other payments or to exercise any right or remedy with respect to any
failure to make prompt payment.

13. Usury Laws. It is the intention of the parties hereto to comply strictly with all :
applicable usury laws. All agreements between Maker and Lender, whether now existing or
hereafter arising and whether written or oral, are hereby expressly limited so that in no
contingency or event whatsoever, whether by reason of acceleration of the maturity hereof, or |
otherwise, shall the amount paid, or agreed to be paid to Lender for the use, forbearance, or
detention of the money to be loaned hereunder or otherwise or for the payment or performance of
any covenant or obligation contained herein or in any other document evidencing, securing, or
pertaining to the indebtedness evidenced hereby, exceed the maximum amount permissible under
applicable law. If from any circumstance whatsoever fulfillment of any provision hereof or of
such other documents, at the time performance of such provision shall be due, shall involve
transcending the limit of validity prescribed by law, then ipso facto, the obligation to be fulfilled
shall be reduced to the limit of such validity, and if from any such circumstance Lender shall .
ever receive as interest or otherwise an amount which would exceed the highest lawful rate, such
amount which would be excessive interest shall be applied to the reduction of the principal
indebtedness of Maker to Lender, and not to the payment of interest, or if such excessive interest
exceeds the unpaid balance of principal hereof, such excess shall be refunded to Maker. All
sums paid or agreed to be paid by Maker for the use, forbearance or detention of the
indebtedness of Maker to Lender hereunder shall, to the extent permitted by applicable law, be .
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amortized, prorated, allocated and spread throughout the full term of such indebtedness until
payment in full in such manner that there will be no violation of applicable laws pertaining to the
maximum rate or amount of interest which may be contracted for, charged or received with
respect to such indebtedness. Maker shall not institute any action or file any defense based upon
the charging or collecting of usurious interest hereunder unless (i) Maker shall give Lender
written notice of an intent to do so and (ii) Lender shall fail to comply with the terms hereof by
making necessary adjustments as required by this paragraph, and notify Maker of such
compliance within fifteen {15) days after receipt by Lender of such written notice from Maker.
The provisions of this paragraph shall be given precedence over any other provision contained
herein or in any other agreement between the parties hereto that is in conflict with the provisions
of this paragraph.

14. Waiver of Trial by Jury. Maker hereby agrees, and Lender by the acceptance of this
Note hereby agrees, that any suit, action or proceeding, whether a claim or counterclaim, brought
or instituted by any party on or with respect to this Note or any other document executed in
connection herewith or which in any way relates, directly or indirectly to the Credit Agreement
or any event, transaction or occurrence arising out of or in any way connected with this Note or
the dealings of the parties with respect thereto, shall be tried only by a court and not by a jury.
MAKER, AND LENDER BY ACCEPTANCE HEREOF, HEREBY EXPRESSLY WAIVE
ANY RIGHT TO A TRIAL BY JURY IN ANY SUCH SUIT, ACTION OR PROCEEDING.
Maker acknowledges that Maker may have a right to a trial by jury in any such suit, action or
proceeding and that Maker hereby is knowingly, intentionally and voluntarily waiving any such
right. Maker further acknowledges and agrees, and Lender by the acceptance of this Note further
acknowledges and agrees, that this Paragraph 14 12-is material to this Note and that adequate
consideration has been given by Lender and Maker and received by Maker and Lender in
exchange for the waivers made by Maker and Lender pursuant to this paragraph.

15. Notices. Any written notice permitted or required hereunder shall be effective when
(a) mailed by certified United States mail, postage prepaid with return receipt requested, or (b)
sent by an overnight carrier which provides for a return receipt, to the applicable address
specified below:

If to Maker: 3755 East 82™ Street
Indianapolis, Indiana 46240
Attention: C. Richard Davis, Vice President

With a copy to: Ronald F. Shady, Jr., Vice President
Davis Homes, LLC
3755 East 82™ Street
Indianapolis, Indiana 46240

If to Lender: Capital Center °
201 North Illinois Street
Suite 1800

Indianapolis, Indiana 46204
Attention: Jacqueline E. McNeelan RusseH-R—SwanJ+:
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or at such other addresses within the State of Indiana as Maker or Lender may from time to time
specify for itself by notice hereunder.

16. Legal Tender. This Note is negotiable and is payable in lawful money of the United
States of America which shall be legal tender in payment of all debts and dues, public and
private, at the time of payment.

17. Successors and Assigns. Except as assignment is prohibited by the Credit
Agreement, the obligations of Maker hereunder shall be binding upon Maker and their respective
successors, assigns and legal representatives (the reference to “Maker” in this Note shall be
deemed to include, without limitation, such successors, assigns and legal representatives) and
shall inure to the benefit of Lender and Lender’s successors, assigns and legal representatives
(the reference to “Lender” in this Note shall be deemed to include, without limitation, such
successors, assigns and legal representatives, including without limitation, any subsequent holder
of this Note).

18. Joint and Several Obligations. The obligations, agreements and covenants of the
persons or entities constituting Maker hereunder are joint and several and unconditional.

19. Governing Law. This Note is delivered to Lender in the State of Indiana and is
executed under and shall be governed by and construed in accordance with the laws of the State
of Indiana, notwithstanding that Indiana conflicts of law rules might otherwise require the
substantive rules of law of another jurisdiction to apply.

20. Time of the Essence. Time is of the essence with respect to each obligation and
agreement of Maker under this Note.

21. Invalidity of any Provision. If any provision (or portion thereof) of this Note or the
application thereof to any person or circumstance shall to any extent be invalid or unenforceable,
then the remainder of this Note or the application of such provision (or portion thereof) to any
other person or circumstance shall be valid and enforceable to the fullest extent permitted by law.

22, Commercial Purpgse. Maker represents that the indebtedness evidenced by this Note
is being incurred by Maker solely for the purpose of carrying on a business or commercial
enterprise, and not for personal, family or household purposes. Maker represents to Lender that
this Note evidences a business loan exempt from the Federal Truth in Lending Act (15 USC
1601, et seq.), the Federal Reserve Bank’s Regulations G, U, X and Z, and the Indiana Uniform
Consumer Credit Code (IC 24-4.5-3-101, et seq.).

23. Captions. The captions or headings herein have been inserted solely for the
convenience of reference and in no way define or limit the scope, intent or substance of any
provision of this Note. Whenever the context requires or permits the singular shall include the
plural, the plural shall include the singular and the masculine, feminine and neuter shall be freely
interchangeable.

24. Replacement of Prior Note. This Note inereases;-restates and replaces in its entirety
that certain Second Replacement Promissory Note dated July 5. 2002, executed by Maker in
favor of Lender in the principal amount of Fifteen Million and no/100 Dollars ($15,000,000.00)
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(herein referred to as the “Prior Note™), which increased. restated and replaced in its entirety that

certain First Replacement Promissory Note dated November 12, 2001, executed by Maker in

favor of Lender in the principal amount of Ten Million and no/100 Dollars ($10,000,000.00),

which increased, restated and replaced in its entirety that certain Promissory Note dated April 11, .
2001, executed by Maker in favor of Lender in the principal amount of Five Million and no/100
Dollars ($5.000.000,00). Maker acknowledges and confirms that Maker shall continue to be

liable for all accrued and unpaid interest outstanding under the Prior Note as of the effective date

of this Note and shall pay all of such accrued and unpaid interest sueh-mete—prior to or in

connection with the execution of this Note. Maker acknowledges and confirms that the

outstanding balance under the Prior Note as of the effective date of this Note shall be deemed to

be the initial principal balance outstanding under this Note. Notwithstanding anything contained

herein to the contrary, Maker further acknowledges and confirms that Lender shall not accept,

nor be deemed to have accepted, delivery of this Note until such time that Maker has executed

and delivered to Lender all documents, confirmations and agreements that Lender may require in

connection with the amendment and replacement of the Prior Note, including without limitation

the Credit Agreement.

IN WITNESS WHEREOF, Maker has caused this Note to be executed effective as of the
day and the year first above written.

DAVIS HOMES, LLC, an Indiana limited liability
company, by its sole manager,

Davis Holding Corporation, an Indiana corporation

By:

C. Richard Davis, Vice President

197674-1 (3235-0119)
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Exhibit 6.04

Loan Agreement with Salin Bank and
Trust Company dated February 19, 2002, as amended



$) Salin Bank

AND TRUST COMPANY

www.salin.com

SERVING PEOPLE THROUGHOUT INDIANA

June 14, 2003

My, C. Richard Davis
Davis Homes, L1L.C
3733 E 827 Street

Indianapolis, TN 46240
Dear Rick:
I am pleased to mform you that Salin Bank and Trust Company (the “Bank™) has approved the third amendment (1}16

“Third Amendment™) 10 the Agreement dated February 19, 2002 (the “Agreement™) between the Bank and Davis
Homes, LLC (the “Borrower”), subjcet to the following changes to that Agreement and to the terms and conditions

stated 1 this Third Amendment.

1. THE LOANS. The Louns shall be made in accordance with the following terms and conditions:

a.  The Closed-end Line of Credit Loan.

(1) Amount: $280,976.55.
(1v) Mawrin: If no demand, May 31, 2006.

(viin) Extension
Fee: $700.00 (174 of 1% for a 12-month commitment), payable upon the execution of
this Third Amendment.

All other terms and conditions of the Agreement, as amended January 27, 2004, and June 15, 2004, remain
unchanged in full force.

I you are in agreement with the foregoing, please so indicate by signing on behalf of the Borrower in the space
provided below. and remun the original of this Third Amendment to me. This Third Amendment will not become

effective until it 1s signed and returned to the Bank no later than June 17, 20035, along with a check for §700.00
to pay the fee stipulated in Section 1 a. (viil), above.

Yours very truly,

SALIN BANK AND TRUST COMPANY

By A) . ‘Dl’ﬁ-f{/{/ Mtwﬂ/%

D. David Murdock\, Senior Vice President

8435 Keysione Crossing Drive, Suite 100« Indianapolis, Indiana 46240-4303 « 317-532-2265 » FAX:317-532-2263
With Principal Offices located in: Columbus » Fort Wayne » Kokomao « Lafavette » Logansporr < Marion

your on-line personal banker
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ACKNOWLEDGMENT AND ACCEPTANCE

THE TERMS AND CONDITIONS OF THIS THIRD AMENDMENT ARE HEREBY ACKNOWLEDGED AND
ACCEPTED THIS lu' . DAY OF JUNE, 2003.

DAVIS HOMES, LLC

BY: Davis Holding Corporation, its Manager-Member

BY:

C. Richard Davis. Executive Vice President

BY: Davis Invesments, L.P., 1ts Manager-Member

BY: Davis Holding Corporation, its General Parmer

BY:
C Richard Davis, Executive Vice President

2
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AND TRUST COMPANY your on-line personal banker
SERVING PEOPLE THROUGHOUT INDIANA !

June 15, 2004

Mr. C. Richard Davis
Davis Homes, LLC
3735 E. 82" Street
Indianapolis, IN 46240

Dear Rick:
1 am pleased to inform you that Salin Bank and Trust Company (the “Bank”) has approved the second amendment

("Second Amendment”) to the Agreement dated February 19, 2002 (the *Agreememt”) to Davis Homes, LLC (the
“Borrower”), subject to the following changes to that Agreement and to the terms and conditions stated in this

Second Amendment.

1. THE LOANS, The Loans shall be made in accordance with the following terms and conditions:

a. The Closed-end Line of Credit Loan.

( 1) Amount: S$680,930.14.

(1) Matnty: If no demand, May 31, 2005.

(viii) Extension

Fec: $1,700.00 (1/4 of 1% for a 12-month commitment), payable upon the execution of
this Second Amendment.

All other terms and conditions of the Agreement, as amended January 27, 2004, remain unchanged in full force.
If you are in agreement with the foregoing, please so indicate by signing on behalf of the Borrower in the space
provided below, and return the original of this Second Amendment to me. This Second Amendment will not become

effective until it is signed and returned to the Bank no later than June 25, 2004, along with a check for $1,700.00
{0 pay the fee stipulated in Section 1 a. (viii), above.

Yours very truly,

SALIN BANK AND TRUST COMPANY

o U Vond M wndind,

D David Murdock, Senior Vice President

8455 Kexstone Crossing Drive, Suite 100 * Indianapolis, Indiana 46240-4303 » 317-532-2265 « FAX: 317-532-2203
With Principal Offices located in: Columbus ¢ Fort Wayne « Kokomo » Lafayetie ¢ Loganxpml » Marion




ACKNOWIEDGMENT AND ACCEPTANCE

THE TERMS AND CONDITIONS OF THIS SECOND AMENDMENT ARE HEREBY ACKNOWLEDGIZD
AND ACCEPTED AS OF JUNE 1, 2004, THIS _23 DAY OF JUNE, 2004, ‘

DAVIS HOMES, LLC

BY: Davis Holding Corporation, its Manager-Member

C. Richard Davis, Executive Vice President

BY: Davis Investments, L P, its Manager-Member

BY: Davis Holding Corporation, its General Partner

C. Richard Davis, Executive Vice President




PROMISSORY NOTE

Principal . Loan Date i Maturity Loan No- L Call f Coll - . Officer { - Initials
$680,930.14 ° | 05-31-20047|05-31-2005 | ~ 151741 14100 441 1L

ences in the shaded aiea ate for Lender's use only and do not limit the applicability of this document 1o any particutar loan or item.

Ret
40y item above containing " **" hes been omitied due to tex1 tength limitations.

Boirower: Davis Homes, LLC Lender: Salin Bank And Trust Company
3755 East §2nd Street Suite 120 Indianapolis Center
indianapolis, IN 46240 8455 Keystone Crossing Drive, Suite 100

Indianapolis, IN 46240

Principal Amount: $680,930.14 . Initial Rate: 4.000% Date of Note: May 31, 2004

PROMISE 10 PAY. Davis Homes, LLC {"Bortower™) promises to pay to Salin Bank And Trust Company {"Lender"), or arder, in lawful money ot
the United States of America, the principsl amount of Six Hundred Eighty Thousand Nine Hundred Thirty & 14/100 Doilars ($680,930.14),
together with interest on the unpaid principal balance from May 31, 2004, uniil paid in full.

PAYMENT. Borrewer will pay this loan in one principal payment of $680,930.14 plus interest on May 31, 2005. This payment due on May 31,
2005, wilt be for all principal and all accrued interest not yet paid. in addition. Borrower will pay regular monthly payments of alt accrued unpsid
interest due as of each payment date, beginning July 1, 2004, with all subsequent interest payments to be due on the same day of each month
after that. Unless otherwise agreed or required by applicable law, payments will be applied first to any accrued unpaid interest: then to
principal; then to any unpaid collection costs; and then to any late charges. The annual interest rate for this Note is computed on a 365/360
basis; that is, by applying the ratio of the annuasl interest rate over a year of 360 days, multiplied by the outstanding principal balance, multiplied
by the actual number of days the principal balance is outstanding. Borrower will pay Lender at Lender's address shown above or at such other

place as Lender may designate in writing.

VARIABLE INTEREST RATE, The interest raie on thic Noie is subject 1o change {rom time 1o time based on changes in an inoependent index
wwluch is the Frime Rate as published in the "Meney Rates” coiumn of The Wall Street Journal (the "Index"}. The Index is not necessarity the
lowvest rate chaiged hy Lender on its loans. M the Index becomes unaveilable during the term of this ioan, Lender may designate a subsiituie
index after netice 1o Borrower. Lender will telt Borrower the cutrent Index rate upon Borrower’s request. The interest rate change will not occur
mere citen than each day. Beriower understands that Lender may make loans based on other rates as well. The Index currently is 4.000% per
annum. The interest 1ate to be applied to the unpaid principal balance of this Note will be at a rate equsl to the Index, resulting in an initial rate
o 4.000% per annum. NOTICE: Under no circumsiances will the inierest rate on this Note be more than the maximum rate alleved by

ble law

PREFAYIMENT. Boiicwsr may pay without penalty ail or a portion of the amount owed eatlier than it is due. Early payments will not, unless
agrerd 10 by Lender in v.riting, relieve Borrowwer of Borrower's obligation to continue 10 make paymenis under the paymeni schedule. Rather,
| reduce the principal balance due. Borrawer agrees not 1o send Lender payments marked "paid in full™, "without recaurse”,
If Eaorrower sends such a payment. Lender may accepi it without losing any of Lender's rights under this Hote, and

syment instiument that indicates that the payment constitutes "payment in fult” of the amount owed or that is iendered
limitatiens or as full satisfaction cf a disputed amount must be mailed or delivered ta: Salin Bank And Trust Company,
Keysione Cressing Drive, Suite 100, Indianapolis, IN 48220,

with othai cond

us Cemter,

LATE CHARGE. f & peyment 15 10 days or more laie, Berrower will be chargﬂooo% al the regularly scheduled payment or $36.00,
i

whichever is greater.

INTEREST AFTER DEFAULT. Uron defauti. including failure 10 pay upog % ’ Lender, at its option, may, if permitted under applicable
fve, inciease the vaiiab 1erest 1312 en this Noie 1o 3.000 perg, ‘ a3 ver the Index. The interest 1ate will not exceed the maximum

e lav,

rate permitted by anplical
DEFAULT. Each ci the foliowing shall constitute an event of ceizul€vent of Defauit™) under this Note:

Payment Default. Borrower fails 10 make any payment wnen due under this Note.

Other Delaults. var dails 10 comply with or 1c perform any cther term, obligation, covenant of condition contained in this Note or in
anv of the 1 uiments or to comply with or 10 perferm any term, cbligation, covenant or conditien contained in any other agreement
tetweon Lender and Borrower,

ault in Favor of Third Parties. Boirower or any Grantor detaults under any loan, extension of credit, securily agreement, purchase or
. 0f &nv cther sgreement, in favor of any other creditor or person that may materially affect any of Boriowar's propeity or
s ahility 16 repay this Noie or perform Earrower's abligations under this Note or any of the related documents.

watianty, representaiion or statement made or furnished to Lender by Borrower or on Borrower's behial{ under this
umen:s is talse or misleading in any material respect, either now or a1 the time made or furnished or becomes false

ume nerean

o misleacing ai 2ny

Death or Insolvency. The dissolution of Borrowwer (regardiess of whether election to continue is made), any member swithdraws fiom
ther teinunation cf Borrower's existence as a going business or the death of any mermber, the insolvency of Barrower,
areceiver for any part of Boriower's property, any assignment for the benetit of creditors, any 1yps of creditor vworkout,
! any proceeding ungder any bankiupicy of insolvency laws by of against Boirower.

Brrrgver, o an

Creditor or Forfeitwre Proceedings. Commencement of foreclosure or forfeiiure proceedings, whether by judicial orocesding, seli-help,
H other methed, by any creditor of Boirower or by any governmental agency against any collaiera! secyring the fcan.
'=hment of any of Borrower's accounts, including depesit accounts, with Lender. However, this Event of Delaull shalt
not epply i theie is a good faith dispute by Borrower as 1o the validity or reasenableness of the claim which is the basis o} the cre ror
forfeiturs proceeding and i Botrower gives Lender writien notice of the creditor or forfeiture proceeding and deposits with Lender monies o
bond for the crediior or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
o bond fer the dispute.

Events Affecting Guarantar. Any of the preceding events occurs with respect 1o any guarantor, endorser, surety, or accommodalion party
of any oi the incebtedness or any guarantor, endorser, suiety, o1 accommodation party dies or becomes incompeient, o revokes or
dispuies the validity of, or lisbility undes, any puaranty of the indebtedness evidenced by this Note. In the event of a death, Lender, at its
optien, may. but shell not be required 10, permit the guarantor’'s estate to assume uncanditionally the obligations arising under 1he Yuaranty
in & Imannet satistaciory 1o Lender, and, in doing so, cure any Event of Defauh, -

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospect of paviment or
performance of this Nete is imnaied.

Cure Provisions. |} any default, other than a default in payiment is curable and if Bottower has not been given a notice of 2 breach of the
same provision of this Neote within the preceding twelve {12} months, it may be cured (and no event of default will have occurred) if
_Bouower, after receiving wiitien notice from Lender demanding cure of such defauli: 1) cures the default within filteen (1 8) davs: ot (2)
if 1he cure requires more than fifteen {15) days, immedistely initiates steps vehich Lender deems in Lender's sols discretion 1o be sufficient
1o cure the default and therealter continues and completes ail reasonsble and necessary steps sufficient to produce compliance as snonvas
reasonably pracical. )
LENDER'S RIGHTS. U i, Lender may declare the entire unpaid principa! balance on this Note and all accrued unpatd interest

immediately due. and then Borrower will pay that amount.  Under all circumsiances, the indebledness will be repaid without rehef from any
fndiana ¢ other valuation and appraisement laws. o ’

n celfay

ATTORNEYS' FEES; EXPENSES. lender may hire o1 pay someoene e'se 10 help collect this Note if Borrower does not pay. Borrower will pay
tender that amount. This includes, subject to anv limits under apblicahle law, Lender's attorneys' fees and Lender's legal expensc; whether c\:
nat there is 3 lawsuit, including witheut limitation all attorneys’ fees and legal expenses for bankruptcy proceedings (in-cludm:; effo:}s 10 modify
6! vacais any au € sigy o njunclion), and appesis. it not prchibited by applicable law, Borrower also will pay any court costs, i dit ‘
te all oiher syums provided by law. ste. I padivon

JURY WAIVER. Lender and Barrower hereby waive the right 10 any jury trial in any action, proceeding, or counterclaim i h ith e
y . f |
' i et Y g im brought by either Lender

GOVERNING LAW. This Note will be governed by, construed and enforced in accordance with feder
0 . 8l law pnd the laws of i
This Note hes been accepted by Lender in the State of Indiana, we of the State of indiuna.

CHOICE OF VENUE. 1! there is a lawsuitl, Borrawer agrees upen Lender's request 10 submit 10 the jurisdiction of the courts of Marion County:



. . PROMISSORY NOTE
Loan No: 151741 {Continued) Page 2

State of Indiana.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setafl in all Borrower's accounts with Lender (whether
checking. sevings, or some cthes account}. This includes all accounts Borrower holds jointly with someone eise and zall accounts Borrower may
open in the future. However, this does net include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by

taw. Borrower authorizes Lender, 10 the extem permined by appliceble law, 10 charge or setoff all sums owing on the debt against any and all
such acccunts.

COLLATERAL. Borcower acknowledges this Note is secured by Real Estate Morigages dated September 24, 2002 and August 24, 2003,
THIS NOTE IS SECURED BY THE FOLLOWING:. Real Estate Morigages dated September 24, 2002 and August 24, 2003.

LOAN AGREEMENT. This loan is further supporied by a Loan Agreement dated May 31, 2002. All terms and conditions of this Loan Agreement
shail remain in full force and efiect.

SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrower's heirs, personal represematives,
successors and assigns, and shall inure 1o the benefit of Lender and its successors and assigns.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Please notify us if we tepont any inaccurate
information ebout your account(s) to a consumer reporting agency. Your written notice describing the specific inaccuracylies) should be sent to

us at the following address: Salin Bank And Trust Company, Indianapolis Center, 8455 Keystone Crossing Drive, Suite 100, Indianapolis, W
46240

GENERAL PROVISIONS. Lender may delay or forgo enforcing any of its rights or remedies under this Note without losing them. Borrower and
any other person who signs, guarantees or endorses this Note, to the extent allowed Dy law, waive preseniment, demand for payment, and
notice of dishonor. Upon any change in the terms of this Note, and unless otherwise expressly stated in writing, no party whao signs this Note,
whether as makar, guaranior, accommodation maker or endorser, shall be released from liability. Al such parties agree that Lender may renew
or extend (repeatecly and for any length of time) this loan or release any party or guarantor or collateral; or impair, fail 1o realize upon or perfect
Lender’s security interest in the collateral; and take any other action deemed necessary by Lender without the consent of or notice 10 anyone.
All such parties 2lso agree that Lender may modity this loan without the consent of or notice to anyone othar than the patty with whom the
modification is made. The obligations under this Note are joint and seversl.

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE, INCLUDING THE VARIABLE
INTEREST RATE PROVISIONS. BORROWER AGREES TCO THE TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.
BORROWER:

DAVIS HOMES, LLC

BY: DAVIS HOLDING CORPORTION, its Manager-Member-

By:

C. Richard Davis, Executive Vice President of
Davis Holding Corpartion

BY: DAVIS INVESTMENTS, L.P., its Manager-Member

BY: DAVIS HOLDING CORPORATION, ITS GENERAL PARTNER

By:

C. Richard Dawis, Executive Vu:a Prasident of ~
Davis Holding Corporation

LASER PIC tonsng, van £ 2112 001 Tipr matand Franme Solutens, ine 1331 2004 AZ Rghis Arserved. - iM QACPUPUDIDES TRSITO PR3



DISBURSEMENT REQUEST AND AUTHORILATION

“Account - Ofﬁ’cer} ._bi_nitials

Piincipat - Lean Date Mmurity‘ { = Loan No ]
382219 7. {441 o ‘

$G‘?O $30.14 05-31-2004 O 31-2005( *15‘1741'

Borrower JLLe Lender: Salin Bank And Trust Company '
‘g:‘ F nd Street Souite 120 Indianapolis Center
Indianapolis. IN 2€240 8455 Keystone Crossing Drive, Suite nOO

indianapolis, IN 46240

s Leosn 1o & Limited Liabitity Company for $680,23C.14 due an IMay 31, 2005, The referenze
“ cotumn ¢f The Wall Sueet Journal, currently 4.0C03%), resulting in an initial rate cf 4.000.

FRIMARY FURFOSE OF LOAN. The piimaiy purpose of this icanis for;

i Fersonal. Family. or Househeld Furposes or Personal Investment.

el

Busingss {Including Real Estate Investment},

prcceeds will be disbursed until a1t of Lender’'s conditions {or making the
30.14 as follows:

$680,830.14

Note Frincipal: ¢680,83C.14

CHARGES FAID (N CASH. EBeirvwser has pais or wili cay in cash as agreed the following charges:

Prepaid Finance Charges Faid in Casiu $0.C0
Qther Charges Faid in Cash: $5,006.24

$1.700.02 Commitment Fee

ctal Charges Paid in Cash: $5,006.92

BY SIGNING THIS AUTHCRIZATION, BORROWER REPRESENTS AND WARRAMNTS TO LENDER THAT THE
SIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS BEEN WO MATERIAL ADVERSE CHANGE !N BEORROWER'S
CN A% DISCLOSED i BORROVER'S IMOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS

o

BY: DAVIS HGLDING CORFORTION, its Mansger-Member

By
C. Richa;d Cavie. Executive Vice President of
Pavie Holding Corportion
BY: . L.P., its Manager-liember
&Y TS GENERAL PARTNER
Ey:

C. Richa:d Da\"v= "\ecudve Vice President of

LASEE PR Shrsng Ga £23 10000 ot madene Fironeal Selurcs, (e Y423, 2004 AX Righta Besamra. - IN QICRUPLYID IC TR £17¢ s



Exhibit 6.05

Loan Agreement with Salin Bank and Trust Company
dated June 15, 2004, as amended



)Salin Bank

AND TRUST COMPANY
SERVING PEOPLE THROUGHOUT INDIANA

www.salin.com

your on-line personal banker

1N

(1

|

|

June 14, 2003

My, C. Richard Davis
Davis Homes, LLC
3755 E. 82™ Street
Indianapolis, IN 46240

Dear Rick:

I am pleased to inform vou that Salin Bank and Trust Company (the “Bank”) has approved the
second amendment (the “Second Amendment”) to the Agreement dated June 15, 2004 (the
“Agreement”) between the Bank and Davis Homes, LLC (the “Borrower™), subject to the
following changes to that Agreement and to the terms and conditions stated in this Second
Amendment.

1. Loan. The Loan shall be made in accordance with the following terms and conditions:

a.  The Line of Credit.

(1) Term: Until May 31, 2006,
( v)  Maturity: Ifno demand, May 31, 2006.
All other terms and conditions of the Agreement remain unchanged in full force.

If you are in agreement with the foregoing, please so indicate by signing on behalf of the
Borrower in the space provided below, and rcturn the original of this Second Amendment to me.
This Second Amendment will not become effecuve until it is signed and returned to the Bank no
later than June 17, 2003, along with a check for $12,500 to pay the fee stipulated in Section 1 a.
(vii1), above.

8455 Kevstone Crossing Drive, Suite 100 « Indianapolis, Indiana 46240-4303 » 377-532-2265 « FAX: 317-532-2263
With Principal Offices located im: Columbus » Fort Waviie » Kokomo * Lafavetie  Loganspor: ¢ Marion



Yours very truly,

SALIN BANK AND TRUST COMPANY

o U Qs Mot

D. David Murdack. Senior Vice President

ACKNOWILEDGMENT AND ACCEPTANCE

THE TERMS AND CONDITIONS OF THIS SECOND AMENDMENT ARE HEREBY
ACKNOWLEDGED AND ACCEPTED AS OF THIS |14 DAY OF JUNE, 2005,

Davis Homes, LI.C

BY: Davis Holding Corporation, its
Managing Member

BY:

C. Richard Davis, Executive Vice President

Davis Investments, L.P.

BY: Davis Holding Corporation, 1ts
General Partner

BY:
C. Richard Davis. Exccutive Vice President
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www.salin.com

your on-line persenal banker

) Salin Bank

AND TRUST COMPANY
SERVING PEOPLE THROUGHOUT INDIANA

June 15, 2004

Mr. C. Richard Davis
Vice President

Davis Homes, LLC
3755E. 82nd
Indianapolis, IN 46240

Dear Rick:
1 am pleased to inform you that Salin Bank and Trust Company (the “Bank”) has approved the renewal of a loan (the
“Loan” or the “Line of Credit”™) described in this letter loan agreement (the “Agreement”) to Davis Homes, LLC..
(the "Borrower”), subject to the terms and conditions stated in this Agreement.
1. LOAN. The Loan shall be made in accordance with the following terms and conditions:

a. The Line of Credit.

(1) Amount: $5,000,000.00.

{ ii) Interest Rate: A per annum rate equal at all times to the Prime Rate. The applicable rate of interest
shall change contemporaneously with each change in the Prime Rate, as defined

below.
( i) Terny: Until May 31, 2003.
( 1v) Note: The Loan shall be evidenced by a promissory note executed by the duly authorized

representative(s) of the Borrower.,
( v) Matunty: If no demand, May 31, 2003.

( vi) Repayment:  From the initial advance under a construction loan from another lender. The release
formula shall be 100% of the loan amount on each lot. 3

( vii) Purpose: To pay a portion of the cost of acquiring single family building lots in conymunities
developed by third party developers located in the nine-county, Indianapolis area. .
(viii) Extension !
Fee: $12,500.00 (174 of 1% annual commitment,), payable upon execution of this
Agreement and tHe loan documents evidencing this loan.

b. Additional Provisions Applicable to the Loans. The following provisions are applicable to the Loan
described m this Agreement.

(1) Interest shall be calculated on the basis of a 360-day year applied to the actual number of days
elapsed.

8455 Kevstone Crossing Drive, Suite 100 « Indianapolis, Indiana 46240-4303 » 3]17-532-2265 « FAX.: 3]7-532-2263
With Principal Offices located in: Columbus * Fort Wuyne + Kokoma » Lafavette » Logansport * Marion
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( 1i) Interest shall accrue and be payable without demand at a rate of three percent (3%) above the
otherwise applicable rate on any portion of any Loan not paid at Mawrity, or at maturity by
acceleration on account of default.

( 131) As used in this Agreement, the term “Prime Rate” means the variable per annum rate of interest
established and quoted by the Bank from time to time as its Prime Rate.

(1v) So long as no event or condition of default, as set forth in Section 7, has occurred and is continuing,
the Loan may be prepaid in whole or in part at any time without penalty or additional charge.

COLLATERAL. The Loan shall be secured and supported by the following:

Mortgage liens of first priority on single family building lots (“Mortgages™) located in residential
communities throughout the nine-county, Indianapolis area.

A copy of the purchase agreement (or other means of substantiating lot cost).

A copy of the warranty deed.

Title insurance commitment.

A collateral pledge agreement, pledging Borrower’s Salin Bank & Trust Company Ceniﬁcate of Deposit in

the amount of $375,000 as additional collateral, in lieu of the limited personal guarantee of Charles R,
Davis.

3. CONDITIONS PRECEDENT. The obligation of the bank to make the Loan shall be subject to the following:

(g}

The Borrower shall execute or cause to be executed and shall deliver to the Bank this Agreement and the
Note, as well as the Mortgages and other documents required by or necessary to give effect to the terms and
conditions of this Agreement (all collectively hereinafter referred to as “Loan Documents™), all in form and

substance satisfactory to the Bank.

The Borrower shall furnish to the Bank a resolution authorizing the borrowings hereunder and the execution
of the L.oan Documents to be provided by it hereunder, and specifying the representativés of the Borrower
authorized to sign on its bchalf.

The Borrower and its Managing Member each shall furnish to the Bank a copy of its certificate of existence
from the secretary of state of the state of its incorporation/limited liability company agreement.

There shall have been no material adverse change, in the reasonable judgment of the Bank, in the financial
condition or in the results of the operations of the Borrower from that reflected in the financial statement of
the Borrower furmished to the Bank dated March 31, 2004.

Borrower shall pay all costs and expenses in connection with this Agreement and the making of the Loan,
whether or not the Loan closes, including, but not limited to, the costs of obtaining, preparing and
furnishing all loan documents required herein, title insurance, recording and filing fees, and the fees and
expenses of legal counsel retained by the Bank.

REPRESENTATIONS AND WARRANTIES. As inducement to the Bark to make the Loan as provided in

this Agreement, the Borrower represents and warrants that:

a.

The Borrower is a limited liability company organized and validly existing under the laws of the State of
Indiana and has the power and authority to enter into this Agreement, the Note, and all other Loan
Documents required herein from the Borrower and to borrow hereunder.



W

All necessary action has been taken by the Borrower to authorize the Loan and the performance of the terms
and conditions of this Agreement, the Note, and all other Loan Documents required herein, and upon
execution thereof by the Borrower, the Loan Documents will constitute valid obligations of the Borrower
enforceable in accordance with their terms.

The making and performance by the Borrower of the Loan Documents to be executed by it will not violate
any provision of law or any regulation, agreement, indenture, note or other instrument binding upon the
Borrower or give cause for acceleration of any indebtedness of the Borrower.

All authority from or approval by any governmental body, commission, or agency requisite to the mal-.mg or
requisite to the validity of the Loan Documents has been obtained.

1l financial statements and other financial data which have been or will be furnished to the Bank by the
Borrower are and will be true and correct, and reflect and will reflect fairly the financial condition of the
Borrower as of the dates thereof, and have been and will be prepared in accordance with generally accepted

accounting principles consistently applied.

No matcrial adverse change has occurred in the financial condition or operations of the Borrower since the
last financial statement furmushed the Bank dated March 31, 2004,

All tax retumns which, to the knowledge of the Borrower, were required to be filed by the Borrower have
been filed and all taxes which are due and payable have been paid, including interest and penalties, if any.

No suits or other legal proceedings are pending or, to the knowledge of the Borrower, threatened against the
Borrower which, if adversely determined, would have a material adverse effect on the financial condmon or

operations of the Borrower.

The proceeds of the Loan will be used for the purposes stated above.

AFFTRMATIVE COVENANTS. Untl payment in full of the Loan, the Borrower agrees that it will:

a. Furnish or cause to be ﬁlmished to the Bank:

1) Within one hundred twenty (120) days after the close of each fiscal year the audited financial
statement of the Borrower, including a balance sheet and statement of income and retained earmings
and changes in the financial position of the Borrower, prepared by independent certlﬁed public
accountants selected by the Borrower and acceptable to the Bank.

(11} Within forty-five (45) days after the close of each quarterly period of each fiscal year, a balance sheet
and profit and loss statements of the Borrower, as of the end of such period and for the year 1o date,
prepared by the Borrower and certified by a duly authorized officer of the Borrower as fairly
presenting the financial condition of the Borrower as of the date of such financial statements, subject

to year-end-audit adjustments.

b. At all reasonable times pernut the duly authorized representatives of the Bank to examine the books, records

and physical properties of the Borrower.

¢. Pay and discharge all current obligations as they mature and all taxes, assessments and other government

d.

charges or levies before penalties attach, except such as are being diligently contested in good faith and
for which an adequate reserve for payment is being maintained.

Maintain adequate insurance such as is customarily maintained by similar businesses, and provide
certificates evidencing such insurance to the Bank, and within thirty (30) days of written notice from the
Bank, obtain such additional insurance as may be reasonably requested.



€.

f

o
g.

Adhere to the following financial covenants:
(1) Maintain a tangible capital base of at least $12,000,000 at all times.
( 1) Maintain a ratio of total unsubordinated liabilities to its capital base of no greater than 6-to-1.

(1) With the exception of the Countryside subdivision, a maximum of 15 lots, or $500,000 per
community will be permitted. ‘

( iv) Per lot advance will be limited to 90% of cost.

( v) Curtailment to 75% of the original cost for each lot still in the line after twelve months will be
required.

Maintain the existence of the Borrower.

Maintain a depository account or accounts with the Bank with an average monthly balance equal to or above
any balances required 1o be maintained to pay for account and other services provided 1o the Borrower,

6. NEGATIVE COVENANTS. Until payment in full of the Loan, the Borrower shall not:

a.

b.

Incur or permut 1o exist any indebtedness on the Collateral, except indebtedness owed to the Bank.

Pledge, mortgage or othenvise encumber the Collateral, except for the liens of first priority in favor of the
Bank contemplated by this Agreement.

7. EVENTS OF DEFAULT. The occurrence of any of the following events or conditions shall be deemed a
default of this Agreement (subject to notice and cure provisions of the Loan documents, if any):

Nonpayment by the Borrower when due of any amount payable under the terms of any Note evidencing a
Loan hereunder or failure by the Borrower to pay when due any other monetary obligation owed to the

Bank.

Failure by the Borrower to comply with any term or provision contained in this Agreement or in any Note or
in any other Loan Document required by or given in connection with this Agreement.

Any statement, representation or warranty herein or at any time furnished to the Bank by or on behalf of the
Borrower proving to have a been untrue in any material respect as of the date made or at any time during the
term of the Joan.

The Borrower admitting in writing its inability to pay its debts as they mature or an adnunistrative or judicial
order of dissolution or insolvency being entered against the Borrower as debtor.

The Borrower applying for, consenting to or acquiescing in the appointment of a trustee or receiver for the
Borrower or any of the property of the Borrower or the Borrower making a general assignment for the

benefit of creditors. %

The commencement of any proceeding under the Bankruptcy Code or any other insolvency law by or
against the Borrower as debtor.

The dissolution, merger or consolidation of the Borrower, or a transfer of all or substantially all of the
property of the Borrower.



8.

RIGHTS AND REMEDIES OF THE BANK. Upon the occurrence of any event of default. as set forth in
Section 7, which default continues uncured, the Bank may, upon written notice to the Borrower, declare all
amounts outstanding under the Note immmediately due and payable in full. The Bank shall have and may
exercise, successively or concurrently, any and all rights and remedies available hereunder or existing at law or
in equity or under any Loan Document, including without limitation the right to set off and apply any ‘
mdebtedness from the Bank to the Borrower toward payment of the Note and any other obligations of the
Borrower to the Bank.

No delay nor omission on the part of the Bank 1o exercisc any right or power hereunder shall impair such right or
power or be construed as a waiver of any default or as acquiescence therein; and any single or partial exercise of
any such right or power shall not preclude other or further exercise thereof or the exercise of any other rnight or
power; and no waiver shall be valid unless in writing signed by the Bank, and then only to the extent specifically
set forth in writing.

BINDING EFFECT. This Agreement shall be binding upon and inure to the benefit of the Borrower and the
Bank and their respective successors and assigns. This Agreement and the other Loan Documents have been
accepted in Indianapolis, Indiana , and shall be governed by, and construed and enforced in accordance with the
laws of the State of Indiana, without regard to the Indiana conflicts of law rules which might require the
substantive rules of law of another jurisdiction to apply.

Each covenant in this Agreement shall be construed as being independent of each other covenant contained herein,
and non-compliance with any one covenant shall not be deemed to excuse compliance with any or all other
covenants,

If vou are in agreement with the foregoing, please so indicate by signing on behalf of the Borrower in the space
provided below, and return the original of this Agreement 1o me, together with the commitment fees required herein.
A copy of this Agreement, signed by the Bank, is enclosed for your files. This Agreement will not become effective
until it is signed and retumed 10 the Bank no later than June 25, 2004.

Yours very truly,

SALIN BANK AND TRUST COMPANY

« Auw‘md}/ f W{”’J)

D David Murdocf Senior Vice President



ACKNOWILEDGMENT AND ACCEPTANCE

THE TERMS AND CONDITIONS OF THIS AGREEMENT ARE HEREBY ACKNOWLEDGED AND
ACCEPTED AS OF JUNE 1,2004, THIS £3 DAY OF JUNE, 2004.

DAVIS HOMES, LLC

BY: Davis Holding Corporation, its Manager-Mcmber

C. Richard Davis, Executive Vice President

BY: Davis Investments, L.P., its Manager-Member

BY: Davis Holding Corporation, its General Partner

BY: / /é'

C. Richard Davis, Exccutive Vice President
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Borrower:  Davis Homes, LLC Lender: Salin Bank And Trust Company
3755 East 82nd Street Suite 120 Indienapolis Center
Indianapolis, IN 46240 8455 Keystone Crossing Drive, Suite 100

Indianapolis, IN 46240

Principal Amount: $5,000,000.00 Initial Rate: 4.000% Date of Note: June 1, 2004

PROMISE TO PAY. Davis Homes, LLC ("Borrower™) promises to pay to Salin Bank And Trust Company {"Lender”}, or order, in lawtul money of
the United States ot America, the principsl amount of Five Million & 00/100 Dollars {$5,000,000.00) or so much as may be outstanding,
together with interest on the unpaid outstanding principal batance of each advance. Interest shall be calculated from the date of each advance
until repayment of each advance.

PAYMENT. Borrower will pay this loan in one payment of all outstanding principal plus all accrued unpaid interest on May 31, 2005. in
addition, Borrower will pay regular monthly payments ot all accrued unpaid interest due as of each payment date, beginning July 1, 2004, with
all subsequent interest payments to be due on the same day of each month after that. Unless otherwise agreed or required by applicable law,
payments will be applied first 10 any accrued unpaid interest; then to principal: then to any unpaid collection costs; and then to any late charges.
The annual interest rate for this Note is computed on a 365/360 basis; that is, by applying the ratio of the annual interest rate over a year of
360 days, multiptied by the outstanding principal balance, multiplied by the actual number of days the principal balance is outstanding.
Botrower will pay Lender at Lender’s addiess shown above or at such other place as Lender may designate in writing.

VARIABLE INTEREST RATE. The interest rate on this Note is subject to change fiom time to time based on changes in an independent index
wehich s the Prime Rate as published in the "Money Rates” column of The Wall Street Journal (the "Index”). The Index is not necessarily the
lowest tate charged by Lender on its loans. |f the index becomes unavaitable during the term of this loan, Lender may designale a substitute
index after notice 1o Borrower. Lender will tell Borrower the current Index rate upon Borrower's request, The interest rate change will net oceur
maore often than each dav. Borrower understands that Lender may make loans based on other rates as well. The Index currently is 4.000% per
annum. The interest rate to be applied to the unpaid principal balance of this Note will be at a rate egual to the Index, resulting in an initial rate
of 4.000% per annum, NOTICE: Under no circumstances will the interest rate on this Note be more than the maximum rate allowed by
applicabie favy.

PREPAYMENT. Botrower may pay withoui penalty alt or a portion of the amount owed earlier than it is due. Early payments will not, unless
agreed 10 by Lender in writing, relieve Borrower of Borrower's obligation to continue to make payments of accrued unpaid interest. Rather, early
payments will reduce the principal balance due. Borrower agrees not to send Lender payments marked "paid in full”, "without recourse™, or
simitar language. It Barrower sends such a payment. Lender may accept it without tosing any of Lender’s rights under this Note, and Borrower
will remain obligated to pay any further amount owed 10 Lender. All written communications concerning dispuled amounts, including any check
or other pavmeni instrument that indicates that the payment constitutes “pavment in fuli” of the amount owed or that is tendered with other
conditions or limitations or as full setisfaction of a disputed amount must be mailed or delivered ta: Salin Bank And Trust Company, Indianapolis
Center, £455 Keystone Crossing Drive, Suite 100, Indianapolis, IN 4€624C.

LATE CHARGE. It a payment is 10 days or more lale, Borrower will be charged 5.000% of the regularly\scheduled payment or $36.00,
whichever is greater.

INTEREST AFTER DEFAULT. Upon defauwt, including failure to pay upon final matwity, Lender, at its
Iaw, mcrease the variable interest rate on this Note 10 3.000 percentage points over the Index. The
raje permitted by apnlicable law,

@ may, it permitted under applicable
¢§ rate will not exceed the maximum

DEFAULT. Each of the following shall constitute an event of default {"Event of Defaull™) under
Payment Default. Borrower fails to make any payment wheén due under this Nate.
Other Detaults. Berroveer fails 10 comply with or to perform any other term, obligation, covenant or condition containgd in this Note or in
anv of the retated documents or 10 comply with or to perform any term, obligation, covenant or condition contained in any other agreement
between Lender and Borrower.
Detault in Favor ot Third Parties. Borower or any Grantor defsults under any loan, extension of credit, security agreement, purchase or

sales agreement, or any other agreement, in tavor of any other creditor or person that may materially afiect any ol Borrower's property or
Borrower's ability 10 repay this Note or perform Borrower's obfigations under this Note or any of the refated documents.

False Statements. Any wairanty, representation or statement made or furnished 1o Lender by Borrower or on Borrower's behall under this
Note o the telated documents is false or misleading in any material respect, either now or at the time made or furnished or becomes !alse
or misteading at any time thereafter.

Death or Insolvency. The dissolution of Borrower (regardiess of whether election to continue is made), any member withdiaws from
Borroveer, or any ciher termination of Borrower's existence as a going business or the death of any member, 1he insolvency of Borrower,
ihe appointmen: of a receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of creditor workout,
or the commencemeni ¢f any pioceeding under any bankruptcy or insalvency laws by or against Borrower,

Creditor or Forfeiture Proceedings. Cormmencement of foreclosure ar forfeiture proceedings, whether by judicial proceeding, self-help,
repussession or any ather method, by any creditor of Borrower or by any governmenial agency against any collateral securing the ioan.
This includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is & good faith dispuie by Borrower as 10 the validity or reasonableness of the claim which is the basis of the creditor or
forteitue proceeding and if Borrower gives Lender written notice af the creditor or forfeiture proceeding and deposits with Lender monies or
2 surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve o bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect 1o any guarantor, endorser, sutety, or accommodatian party
of any of the indebiedness or any guarantor, endorser, surety, or acccmmeodation party dies of becomes incompetent, or revokes or
disputes the validity of, or liability under, any guaraniy of the indebtedness evidenced by this Note. In the event of a death, Lender, at its
option, may, but shall not be required to, permit the guarantor's estate 10 assume unconditionally the obligations arising under the guaranty
in a manner saiisfactary 10 Lender, and, in doing so, cure any Event of Default, ‘

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospeci of payment or
performance of this Note is impaired.

Cure Provisions. !f any detaull, other than a default in payment is curable and if Borrower has not been given a notice ¢f a breach of the
same pirovision of this Note within the preceding twelve (12) months, it may be cured (and no event of default will have occurred) if
Borrower, after receiving written notice from Lender demanding cure of such default: {1} cures the default within fifteen (15} days; or {2)
it 1he cure reaquires more than fifteen (15) days, immediately initiates steps which Lender deems in Lender's sole discretion to be sufficient
to cure the default and thereafter continues and completes all reasonable and necessary steps sulficient 1o produce compliance as soon as
reascnably practical,

LENDER'S RIGHTS. Upcn default, Lender may declare the entire unpaid principal balance on this Nole and all accrued unpaid interest
immediately due, and then Borrower will pay that amount. Under el circumstances, the Indebtedness will be repaid without relief from any
indiana or other valuation and appraisement laws.

ATTORNEYS' FEES; EXPENSES. Lender may hire or pay someone else 1o help collect this Note if Borrower does not pay. Borrowser will pay
Lender that amount. This includes, subject to any limits under applicable Jaw, Lender's attorneys' fees and Lender's legal expenses, whether or
not there s a lawsuit, including without limitation all attorneys’ fees and legal expenses for bankruptcy proceedings (including efforis to modify
or vacate any automatic stay of injunction), and appeals. If not prohibiied by applicable law. Borrower also will pay any court costs, in addition
10 8l other sums provided by law.

JURY WAIVER. Lender and Borrower hereby waive the right to any jury trial in any action, proceeding, or counterclaim brought by either Lender
or Borrower against the other. : : '

GOVERNING LAW. This Note will be governed by, construed end enforced in accordance with federal lew and the laws of the State of Indiana
This Note has been accepted by Lender in the State of Indiana. :

CHOICE OF VENUE. If there is a lawsuit, Borrower agrees upon Lender's request 10 submit 10 the jurisdiction of the courts of Marion County,
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State of Indiana.

RIGHT OF SETOFF. To the extent permitied by applicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender [whether
checking, savings, or some other account}. This includes all accoums Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable law, 1o charge or setof! all sums owing on the indebiedness against any
and all such acceunts.

COLLATERAL. Borrower ackrowledges this Note is secured by Various Real Estate Morigages and Salin Bank & Trust COD #102803.

LINE OF CREDIT. This Note evidences a revolving line of credit. Advances under this Note, as well as directions for payment trom Borrower's
accounts, may be requested orally or in writing by Borrower or by an authorized person. Lender may, but need not, require that all oral requests
be confirmed in writing. Borrower agrees to be liable for all sums either: [A] advanced in accordance with the instructions of an authorized
person or (B) credited 1o any of Borrower's accounts with Lender. The unpaid principal balance owing on this Note at any time may be
evidenced by endorsements on this Note or by Lender's internal records, including daily computer print-outs. Lender will have no obligation to
advance funds under this Note if: {A) Borrower or any guarantor is in default under the terms of this Note or any agreement that Boirower or
any guarantor has with Lender, including any agreement made in connection with the signing of this Note; (B) Borrower or any guarantor
ceases doing business or is insolvent; (C) any guarantor seeks, claims or otherwise attempts to limit, modify or revoke such guarantor’s
guarantee of this Note or any other loan with Lender; or (D} Borrower has applied funds provided pursuant to this Note for purposes other than
those authorized by Lender.

THIS NOTE 1S SECURED BY THE FOLLOWING:. Various Real Estate Mortgages and Salin Bank & Trust COD #102803.

LOAN AGREEMENT. This toan is further supporied by a Loan Agreement dated May 31, 2002. All terms and conditions of this Loan Agreement
shall remain in full force and effect.

SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrower's heirs, personal representatives,
successors and assigns, and shall inure 1o the benefit of Lender and its successors and assigns.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Please notity us if we report any inaccurate
information about your account{s) to a consumer reponting agency. Your writien notice describing the specific inaccuracylies) should be sent to
us at the following address: Salin Bank And Trust Company, Indianapolis Center, 8455 Keystone Crossing Orive, Suite 100, Indianapolis, IN
46240

GENERAL PROVISICNS. Lender may delay or forgo enforcing any of its rights or remedies under this Note without losing them. Borrower and
any other person who signs, guarantees or endorses this Note, 1o the extent allowed by law, waive presentment, demand for payment, and
notice of dishonor. Upon any change in the terms of this Note, and unless otherwise expressly stated in writing, no party who signs this Note,
whether as maker, guarentor, accommaodation maker or endorser, shzll be released trom liability. All such parties agree that Lender may renew
or extend {repeatedly and for any length of time)} this loan or refease any party or guarantor or collateral; or impair, fail to realize upon or perfect
Lender’s security interest in the collateral; and take any other action deemed necessary by Lender without the consent of or notice 1o anyone.
All such parties also agree that Lender may modity this loan without the consent of or notice 1o anyone other than the party with whom the
modification is made. The obligations under this Note are joint and several.

PRIOR TQ SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE, INCLUDING THE VARIABLE
INTEREST RATE PROVISIONS. BORROWER AGREES TO THE TERMS OF THE NOTE,

BORROWER ACKNOWLEDGES RiEQEiPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

DAVIS HOMES, LLC

BY: DAVIS HOLDING CORPORTION, its Manager-Member

By:

C. Richard Davis, Exscutive Vice President of
Davis Holding Corportion

BY: DAVIS INVESTMENTS, L.P_, its Manager-Member

BY: DAVIS HOLDING CORPORATICON, its General Partner «

By:

C. Richard Davis, Executive Vice President of & -
Davis Holding Corporation
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Borrower:  Davis Homes, LLC Lender:

3755 East 82nd Street Suite 120
Indianapolis. IN 46240

Salin Bank And Trust Company

indianapolis Center

8455 Keystone Crossing Drive, Suite 100

Indianapelis, IN 46240

LOAN TYPE. This 1s a Variabie Rate Nendisclosable Revolving Line ¢f Credit toan 1o a Limited Liability Company for §5,000,000.00 due on
May 31, 2005. The reference rate {Prime Rate as published in the "Money Rates” column of The Wall Street Journal, currently ¢.000%),

resulting in an initial rate of 4.000. This is a secured renewal loan.

PRIMARY PURPOSE OF LOAN. The primary purpose of this toan is for:

D Personal, Family, or Household Purposes or Personal lnvestment.

X Business {Including Real Estate Investment}.

SPECIFIC PURPOSE. The specific putpcse of this loan is: Renew #136931.

DISBURSEMENT INSTRUCTIONS. Borrewer understands that no loan proceeds will be disbursed uniil all of Lender’'s conditions for making the
{pan have been sotisfied. Plezse disburse the loan proceedgs of $5,0600,000.0C as follows:

Other Disbursements:
$754,045.88 Renew 5135931
$4,245,954.12 Available 10 Draw

Note Principal:

$5,000,000.00

$5,000,000.00

CHARGES PAID IN CASH. Borrower has paid or will pay in cash as agreed the following charges:

Prepaid Finance Charges Paid in Cash:

Other Chsrges Paid in Cash:
$12,500.00 Commitment Fee

Total Charges Paid in Casiu

$0.00

$16,486.17

$16,496.17

FINANCIAL CONDITION. BY SIGNING THIS AUTHORIZATION, BORROWER REPRESENTS AND WARRANTS TQ LENDER THAT THE
INFCRMATION PROVIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS BEEN NO MATERIAL ADVERSE CHANGE IN BORROWER'S

FINANCIAL CONDITICN AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER.

DATED JUNE 1, 2004.

BORROWER:

DAVIS HOMES, LLC

BY: DAVIS HOLDING CORPORTION, its Manager-Member

By:

C. Richard Davis, Executive Vice President of
Davis Holding Carportion

BY: DAVIS INVESTMENTS, L.P., its Manager-Member

BY: DAVIS HOLDING CORPCRATION, its General Partner

By:

C. Richard Davis, Executive Vice President of
Davis Holding Corporation

Q
ok
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Grantor: Davis Homes, LLC Lender: Salin Bank And Trust Company
3755 East 82nd Street Suite 120 Indianapolis Center
Indianapolis, IN 46240 8455 Keystone Crossing Drive, Suite 100

Indianapolis. IN 46240

THIS ASSIGNMENT OF DEPQOSIT ACCOUNT dsted June 1, 2004, is made and executed between Davis Homes, LLC ("Grantor™) and Selin Bank
And Trust Company ("Lender"}.

ASSIGNMENT. For valuable consideration, Grantor assigns and grants to Lender a security interest in the Collateral, including without limitation
the deposit accounts described below, 10 secure the Indebtedness and agrees that Lender shail have the rights stated in this Agreement with
respect to the Collateral, in addition 1o all other rights which Lender may have by law.

COLLATERAL DESCRIPTION. The word "Collateral” means the following described deposit account {"Account”):

CD Account Number 102803 with Lender with an approximste balance of $375,000.00
together with (A} all interest, wheiher now accrued or hereafter accruing; {B) all additional deposits hereafier made 1o the Account; (C) any
and all proceeds from the Account; and (D) all renewals, replacements and substitutions for any of the foregoing.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lendsr reseives a right of setot! in all Grantor’'s accounts with Lender (whether
checking, savings, or some other accountl. This includes all accounts Grantor holds jointly with someone else and all accounts Grantor may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Granior authorizes Lender, 10 the exient permitted by applicable law, 10 charge or setoff all sums owing on the Indebtedness against any
and all such accounts.
GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respect to the Collateral, Grantor represents
and promises to Lender that:

Ownership. Grantor is the lawful owner of the Collateral free and clear of alt loans, liens, encumbrances, and claims except as disclosed to

and accepted by Lender in writing.

Right to Grant Security Interest. Grantor has the tull right, power, and authority to enter into this Agreement and to assign the Collateral to

Lender.

No Prior Assignment. Grantor has not previously granted a security interest in the Collateral 1o any other oagditor.
No Further Transfer, Grantor shall not se!!, assign, encumber, or ctherwise dispose of any of Granto ts in the Collateral excepi as
provided in this Agreement.

No Defaults. Thete ate no defaults relating 1o the Collateral, and there are no offsets or countercl to the same, Grantor will strictly
and promptly do everything requred of Grantor under the terms, conditions, promises, and Nets contained in or relating to the
Collateral.

received by Granior shall be held by Grantor in trust for Lender and immediately shall be d by Grantor to Lender to be held as part

Proceeds. Any and a! replacement or renewal certificates, instruments, or other benefit@ceeds related to the Collateral thai are
of the Coliateral.

Validity: Binding Effect. This Agreememnt is binding upon Grantor and Grantor's successors and assigns and is legally enforceable in
accordance with its terms,

Financing Statements. Grantor authorizes Lender 10 tile a UCC-1 tinancing statement, or ahernatively, a copy of this Agreement to perfect
Lender's security interest. At Lender's sequest, Grantor additionally agrees to sign all other documents that are necessary 1o perfect,
protect, and continue Lender's security interest in the Property. Grantor will pay all filing fees, title transfer fees, and other tees and costs
involved unless prohibited by law or unless Lender is required by law 1o pay such fees and costs. Lender may sign and file financing
staternents without Grantor's signature, and Grantor irrevocably appoints Lender 10 execute financing statements and documents of title in
Grantor's name and 10 execute alt documents necessary 1o transfes title if there is a default. Lender may fite a copy of this Agreement as a
{inancing statement. If Grantor changes Grantor's name or address, or the name or address of any person granting a security interest
under this Agreement changes, Grantor will promptly notify the Lender of such change.

LENDER'S RIGHTS AND OBLIGATIONS WITH RESPECT TO THE COLLATERAL. While this Agreement is in effect, Lender may retain the rights
to possession ol the Collateral, together with any and all evidence of the Collateral, such as certificates or passbooks. This Agreement will
remain in effect until (a) there no longer is any Indebtedness owing 1o Lender; (b} all other obligations secured by this Agreement have been
fulfilled; and (c) Grantor, in writing, has requested from Lender a release of this Agreement.

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materiaily affect Lender's interest in the Collateral or if
Grantor fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Grantor's failure o0
discharge or pay when due any amounls Grantor is required to discharge or pay under this Agreeément or any Related Documents, Lender on
Grantor's behalf may (but shall not be obligated 10} take any action that Lender deems appropriate, including but not limited to discharging or
paying ali taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on the Collateral and paying sl costs for
insuring, maintaining and preserving the Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor. All such expenses will become a
part: of the Indebtedness and, at Lender's option, will (A} be payable on demand; (B) be added to the balance of the Note and be apportioned
smong and be pavable with any installment payments to become due during either (1) the term of any applicable insurance policy; or {2} the
rematning term of the Note: or {C} be treated as a balloon payment which will be due and payable at the Note's maturity. The Agreement also
will secure paymeni of these amounts. Such right shall be in addition 1o all other rights and remedies 10 which Lender may be entitled upon
Default.

LIMITATIONS ON OBLIGATIONS OF LENDER. Lender shall use ordinary reasonable care in the physical preservation and custody of any
certificate or passbook for the Coitateral but shall have no other obligation to protect the Collateral or its value. In particular, but without
timitation, Lender shall have no responsibility {A) for the callection or protection of any income on the Collateral; (B) for the preservation of
rights against issuers of the Collateral or against third persons; {C) for ascertaining any maturities, conversions, exchanges, offers, tenders, or
similar matlers relating to the Collateral; nor (D) for informing the Grantor abaut any of the above, whether or not Lender has or is deemed to
have knowledge of such matters. )

DEFAULT. Each of the following shall constiiute an Event of Default under this Agreement:
Payment Default. Granitor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor tails 10 comply with or to perform any other term, obligation, covenant or condition contained in this Agreement or
in any of the Related Documents or to comply with or 1o perform any term, cbligation, covenant or condition contained in any other
agreement between Lender and Grantor.

Default in Favor of Third Parties. Should Grantor or any Grantor default under any loan, extension of credit, security agreement, purchase
or sales agreement, or any other agreement, in tavor of any other creditor or person that may materially affect any of Grantor's property or
Grantor’s or any Grantor's ability to repay the Indebtedness or perform their respective obligations under this Agreement or any of the
Related Documents.

False Statements. Any warranty, representation or statement made or furnished to Lender by Grantor or on Grantor's behalf under this
Agreement or the Related Documents is false or misleading in any material respect, either now ot at the time made or furnished or becomes
talse or misleading at any time thereafter.

Detective Collateralization. This Agresment or any of the Related Documents ceases to be in full force and eftect lincluding failure of any
collateral document 1o create a valid and perfecied security interest or lien) at any time and for any reason. :

Insolvency. The dissolution of Grantor (regardiess of whether election to continue is made), any member withdraws from the limited
tiability company, or any other termination of Grantor's existence as a going business or the death of any member, the insolvency of
Grantor, the appointment of a receiver for any part of Grantor's property, any assignment for the benefit of creditors, any 1ype of creditor
workout, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against Grantor.
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Creditor or Forfeiture Procsedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, sel-help,

repossession or any other method, by any creditor of Granior or by any governmental agency against any collateral securing the

Indebtedness. This includes a garnishment of any of Grantor's accounts, including deposit accounts, with Lender. However, this Event of

Default shall not apply if there i1s a good faith dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the

—_ creditor or forfeiture proceeding ond if Grantor gives Lender written notice of the wreditor o1 ‘orfeiture proceeding and deposits with Lender
monies of & surety bond tor the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an
adequale reserve or bond for the dispute.

Events Affecting Guarantor. Any of 1he preceding events eccurs with respect 1o guarantor, endorser, surety, or accommodation party of
any of the Indebtedness or guaranior, endorser, surety, or accommodation party dies or becomes incompetent or revokes or disputes the
validity of, or liability under, any Guaraniy of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender believes the prospect of payment or
pertormance of the Indebtedness is impaired,

Cure Provisions. If any default, other than a default in payment is curable and if Granior has not been given a notice of a breach of the
same provision of this Agreement within the preceding twelve (12} months, it may be cured {and no event of detault will have occuried) if
Grantor, after receiving written notice from Lender demanding cure of such default: (1) cures the default within fifteen {15} days; or {2}
if the cure requires more than fitteen (15) days, immediately initiates steps which Lender deems in Lender's sale discretion 1o be sufficient
to cure the default and thereafter continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Upon the occurrence of an Event of Default, or at any time thereafter, Lender may exercise any one or
more of the following rights and remedies, in addition 1o any rights or remedies that may be available at law, in equity, o1 otherwise:

-

-_—

l Accelerate indebtedness. Lender may declare all Indebtedness of Grantor to Lender immediately due and payable, without notice of any
kind to Grantar.

Application of Account Proceeds. Lender may take directly all funds in the Account and apply them 1o the Indebtedness. M the Actount s
subject o an early withdrawal penalty, that penalty shall be deducted from the Account befare its application to the Indebtedness, whether
the Account is with Lender or some other institution. Any excess funds remaining after application of the Account proceeds to the
Indebtedness wiil be paid to Grantor as the interests of Grantor may appear. Grantor agrees, to the extent permitted by law, to pay any
deficiency after application of the proceeds of the Account to the Indebtedness. Lender also shall have all the rights of a secured party
under the indiana Uniform Commercial Code, even if the Account is not otherwise subject 10 such Code concerning security interesis, and
the parties to this Agreement agree that the provisions of the Code giving rights to a secured party shall nonetheiess be a part of this
Agreement. Under ail circumstances, the indebledness will be repaid without reliet from any Indiana or other valuation and appraisement
laws.

Transfer Title. Lender may effect transfer of title upon sale of ali or part of the Collateral. For this purpose, Granto: irrevocably appoints
Lender as Grantor’'s attorney-in-fact to execute endorsements. assignments and instruments in the name of Grantor and each of them (it
mote than one) as shall be necessary or reasonable.

Other Rights and Remedies. Lender shail have and may exercise any or all of the righis and remedies of a secured creditor under the
provisions of the Indiana Uniform Commercial Code, at law, in equity, or otherwise.

Deficiency Judgment. If permitied by apclicable law, Lender may obtzain a judgment ‘or any deficiency remaining in the Indebiedness Gue
1o Lender after application of all amounts received from the exercise of the rights provided in this section.

Election of Remmedies. Except as may be prohibited by appliceble law, ali of Lender’'s rights and remedies, whether evidenced by this
Agreement or by any other wiiting, shall be cumulative and may be exeicised singularly or concerrently. Election by Lender 1o pursue any
remedy shall not exclude pursuit of any oiha! remedy, and an election tc make expenditures or 10 take action to perform an cbhgation of
Grantor under this Agreement, after Grantor's failure to perform, shall not affect Lenaer's right 10 declare & default and exercise iis
remedies.

Cumulative Remedies. Al of Lender's rights and remedies, whether evidenced by this Agreement or by any other writing, shall be
cumulative and may be exercised singularly or concutrently. Election by Lender to pursue any remedy shall not exciude pursuit ot any ather
remedy, and an election to make expenditures or to take aclion to perform an obligation of Grantor under this Agreement, after Grantor's
{ailure 10 perform, shall not affect Lender’'s right to declare a default and to exercise its ramedies.

MISCELLANEQUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:

Amendments. This Agreement, together with any Related Documents, constituies the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shall be effective unless given in vriting
and signed by the party or parties sought to be charged or bound by the alteration or amendment.

Attorneys’ Fees: Expenses. Grantor agrees 10 pay upon demand all of Lender’s costs and expenses, including Lender’s attorneys' fees and
Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay someone else 1o heln
enforce this Agreement, and Grantor shall pay the costs and expenses of such enforcement, Costs and expenses include Lender's
attorneys’ fees and legal expenses whether or not there is a lawsuit, including atiorneys' fees and legal expenses for bankruptcy
proceedings (including efforts to modify or vacate any automatic Stay or injunction), appeals, and any anticipaled pesi-judgment coflection
services. Grantor also shall pay all court costs and such additional fees as may be directed by the court.

Ception Headings. Caption headings in this Agreement are for convenience purposes only and are nat to be used to interpret or detine the
provisiens of this Agreement.

Governing Law. This Agreement will be governed by, construed and entorced in accordance with federal law and the laws of the State of
Indisna. This Agreement has been accepted by Lender in the State of Indiana.

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request to submit 10 the jurisdiction of the courts of Marion County,
State of indiana.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement uniess such waiver is given in wiiting
and signed by Lender. No delay or omission on the part of Lender in exercising any tight shall operate as a waiver of such right or any
other right. A waiver by Lender of a provision of 1this Agreement shall not prejudice or constitute a waiver of Lender's right otherwise to
demand strict compliance with that provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of
dealing between Lender and Grantor, shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future
transactions. Whenever the consent of Lender is required under this Agreement, the granting of such consent by Lender in any instance
shall not constitute continuing consent to subseguent instances where such consent is required and in all cases such consent may be
granted or withheld in the sole discretion of Lender.

Notices. Any notice required 10 be given under this Agreement shalt be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally recognized overnight courier,
or, if mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal written
notice to the other parties, specifying that the purpose of the notice is 10 change the party's address. For notice purposes, Grantor agrees
to keep Lender informed at all times of Grantor's current address. Unless otherwise provided or required by law, it there is more than one
Grantor, any notice given by Lender 10 any Grantor is deemed to be notice given to ail Grantors.

Power of Attorney. Grantor hereby appoinis Lender as its true and lawful attorney-in-tact, irrevocably, with full power of substitution to do
the following: {1} to demand, collect, receive, receipt for, sue and recover all sums of money or other properly which may now or
hereafter become due, owing or payable from the Collateral; {2] 1o execute, sign and endorse any and all claims, instruments, receipts,
checks, drafts or warrants issued in payment for the Collateral; {3) to settle or compromise any and all claims arising under the Collateral,
and in the place and stead of Grantor, 1o execute and deliver its release and settlement for the claim; and (4] to file any claim or claims or
1o take any action or institute or 1ake part in any proceedings, either in its own name or in the name of Grantor, or otherwise, which in the
discretion of Lender may seem 1o be necessary or advisable. This power 5 given as security for the Indebtedness, and the authority hereby
conferred is and shall be irravocable and shall remain in full force and effect until renounced by Lender.

Seversbility. !f a court of compstent jurisdiction finds any provision of this Agreement 1o be illegal, invalid, or unenforceable as to any
circumstance, that finding shall not make the offending provision illegal, invalid, or unenforceable as to any other circumnstance. !f feasible,
the offending provision shall be considered modified so that it becomes legal, valid and enforceable. If the offending provision cannot be so
medified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegatlity, invalidity, or unenforceability
of any provision of this Agreement shall not aftect the legality, validity or enforceability of any other provision of this Agreement.
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Successors and Assigns. Subject 1o any limitations stated in this Agreement on transfer of Grantor's interest, this Agreement shall be
binding upan and inure 1o the benefit of the parties, their successors and assigns. H ownership of the Collateral becomes vested in a
person other than Granior, Lender, without notice to Grantor, may deal with Grantor’s successcrs with reference to this Agreement and the
Indebtedness by way of fcrhearance or exiension without releasing Grantor from the obligations of this Agreement or hability under the
Indebtedness.
Survival of Representations and Warranties, Al representations, warranties, and agreements made by Grantar in this Agieement shall
survive the execution angd delivery of this Agreement, shall be continuing in nature, and shall remain in full force and effect until such 1ime
as Grantor's Indebtedness shall be paid in full,
Time is of the Essence. Time is of the essence in the performance of this Agreement.
Waive Jury. All parties 10 this Agreement hereby waive the right 1o any jury trial in any action, proceeding, or counterclaim brought by any
party 8gainst any other party.
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement. Unless specificaily
siated to the contrary, all references 1o dollar amounts shall mean amounts in lawful money of the United States of America. \Words and terms
used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words and 1erms not otherwise
deiined in this Agreement shall have the meanings aitributed to such terms in the Unitorm Cormmercial Code: '

Account, The word “Account” means the deposit account described in the "Collateral Description” section.

Agreement. The word "Agreement” means this Assignment of Deposit Account, as this Assignment of Deposit Account may be amended
or modified fram time to time, together with all exhibits and schedules attached to this Assignment of Deppsit Account from time to time.
Borrower. The vord "Botrower” means Cavis Homes, LLC and includes alt co-signers and co-makers signing the Note.

Coliateral. Tie weord "Collateral” means all of Grantor's right, titte and interest in and to all the Collateral as described in the Collateral
Descripton section of this Agreement.

Default. The word "Default” imeans the Default set forth in this Agreement in the section titied "Default”,

Event of Defauft. The words "Event of Detault” mean any of the events of default set forth in this Agreement in the defau!i section of this
Agreement.

Grantor. The word “Grantor” means Davis Homes, LLC.

Guaranty. The wword "Guaranty” means the guaranty from guarantor, endorser, surely, ar accommodation party 1o Lender, including
sithout himitation a guatanty of all or part of the Note.

Indebtedness. The ward "Indebtedness” means the indebtedness evidenced by the Note or Relaied Documents, inciuding all principal and
interest togeiher with all other indebtedress and costs and expenses for which Grantor is respensible under this Agreement or under any of
the Related Documents.

Lender. The word "Lender” means Salin Bank And Trust Company, its successors and assigns.

Note. The werd "HNote” means the Ncote executed by Davis Homes, LLC in the principal amount of $5,000,00C.00 dated June 1, 2004,
together with all renewals of, extensions of, modifications of, refinancings of, consclidations of, and substitutions for the note or credit
agregment.

Property. The woid "Preperty” mesns all of Grantor's right, title and interest in and 10 all the Property as described in the “Collateral
Description” section of this Agreement,

Retated Documents. The words "Related Documents” mean ol promissory notes, credit agreements, loan agreements, enviionmental

agreemenis, guareniies, securily agreements, morigages, deeds of trust, security deeds, collateral morigages, and al! ather instrements,
agreememnts and documents, whether now or hereafter existing, executed in connection with the Indebtedness.

GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS ASSIGNMENT OF DEPOSIT ACCOUNT AND AGREES TO ITS
TERMS. THIS AGREEMENT IS DATED JUNE 1, 2004, .

GRANTOR:

DAVIS HOMES, LLC : ;%
BY: DAVIS HOLDING CORFORTION, its Manager-Member @@

By:

C. Richard Davis, Executive Vice President of
Davis Holding Corportion

w

Y: DAVIS INVESTMENTS, L.P., its Manager-Member

BY: DAVIS HOLDING CORPORATION, its General Partner

By: . .
C. Richard Davis, Executive Vice President of
Davis Holding Corporation

LENDER:

SALIN BANK AND TRUST COMPANY

X

Authorized Signer

Laste
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Number: 784

COLLATERAL RECEIPT

- Loan Date

References in the shaded area are for Lender's use only and do not limit the applicability of this document 1o any particular loan or item.
Any item above containing "

***" has been omitted due to text length limitations.

Grantor:

Davis Homes, LLC
3755 East 82nd Street Suite 120
Indianapolis, IN 46240

Lender: Salin Bank And Trust Company
Indianapolis Center
8455 Keystone Crossing Drive, Suite 100
indianapolis, IN 46240 -

By:

Grantor:

Description of Collateral Custody Control Date Released
Signatures
CD Account Number 102803 with Lender with an
apptoximate balance of $375,000.00
Initial Delivery Acknowledgements: Return Receipt Acknowledgement: Instructions for Returning Collateral and

{Grantor's Signature)

Salin Bank And Trust Company

X

Grantor acknowledges the receipt of all
collateral,
coupons, if any.

Disposition of Coupons:

including all  unmatured

iAuthorized Otficer)

1Grantor's Signaturel

LASEE PHO Lending Var, 5.23.13.601 Copr. Haslero Financial Salutons, ne. "85, 2014 21 Fignis Resarved. - IN QrCSILPLIGSCFC TR.5:68 FR.J
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Exhibit 6.06

Revolving Note and Credit Agreement with Union Planters Bank, N.A,
dated August 9, 2001, as amended



FIFTH AMENDMENT TO CREDIT AGREEMENT

This Fifth Amendment to Credit Agreement and Third Amendment 1o Revolving Note
(“Fifth Amendment”), is made and entered by and between DAVIS HOMES, LLC, an Indiana
limited liability company (“Borrower”), and UNION PLANTERS BANK, N.A. (“Bank”), a
national banking association, having a main banking office at Indianapolis, Indiana. All capitalized

and designated terms in this Fifth Amendment shall have the meanings ascribed to them in the Credit
Agreement (described below).

WHEREAS, on August 9, 2001, Borrower executed and delivered to Lender certain loan
documents including, but not limited to, a Revolving Note (the “Note™) and a Credit Agreement (the
“Credit Agreement”) (collectively, the “Loan Documents™) evidencing and securing arevolving line
of credit Joan extended by Lender to Borrower of even date therewith (“Line of Credit™);

WHEREAS, Borrower and Bank entered an Amendment to Revolving Note and Second
Amendment to Credit Agreement, dated July 24, 2002, further modifying the Note-and Credit
Agreement extending the maturity date of the Line of Credit;

WHEREAS, subsequent thereto, Borrower and Bank entered an Amendment to Credit
Agreement, dated October 14, 2002, modifying the provisions in the Credit Agreement re]atmg to
title commitment exceptions and security for the Line of Credit;

WHEREAS, Borrower and Bank entered an Third Amendment to Credit Agreement and
Second Amendment to Revolving Note, dated January 10, 2003, further modifying the Note and
Credit Agreement by extending the maturity date of the Line of Credit, redefining the definition of
“Borrowing Base” and otherwise amending certain covenants of the Loan; :

- WHEREAS, Borrower and Bank entered a Fourth Amendment to Credit Agreement, dated
July 1, 2003, further amending the definition of “Borrowing Base” and otherwise amending certain
covenants of the Loan; and

WHEREAS, Borrower and Bank now desire to modify the Loan Documents according to the
terms and conditions of this Fifth Amendment.

NOW THEREFORE, for value received, Borrower and Bank agree to amend the Line of

Credit, Note, Credit Agreement, and all other Loan Documents, according to the following terms and
provisions:

1. “Basc Rate”. The definition of “Base Rate” contained in Section 1. “Rules of
Construction and Definitions,” subsection (b) “Definitions.” of the Credit Agreement shall be
modified to state:

“Base Rate” means the per annum rate equal to the Prime Rate in effect from time to
time less one quarter percent (0.25%), which Base Rate shall change simultaneously
with any change in such Prime Rate.




2.

“Maximum Amount”. The definition of “Maximum Amount” contained in Section

1. “Rules of Construction and Definitions,” subsection (b) “Definitions.” of the Credit Agrecmcnt
shall be modified to state:

3.

“Maximum Amount” means with respect to the limit on the Line of
Credit the sum of Ten Million Dollars ($10,000,000.00).

“Borrowing Base”. The definition of “Borrowing Base” contained in Section 1.

be modified to state:

“Rules of Construction and Definitions,” subsection (b) “Definitions.” of the Credit Agreement shall

4.

“Borrowing Base”. Means an amount equal, as of any date such amount 1s to be -
determined, to the sum of the following:

(a) with respect to any Contract Home, the lesser of one hundred j}ercent
(100%) of cost or eighty percent (80%) of the contract sales price of such Contract -
Home, to be based on the status of percentage of completion of such Contract Home;

) with respect to Development Lots, eighty percent (80%) of the
appraised value of such lot purchased by Borrower up to a maximum of fifteen
Development Lots;

(©) with respect to any Speculative Home, the lesser of one hundred
percent (100%) of cost or eighty percent (80%) of the appraised value of such
Speculative Home, to be based on the status of percentage of completion of such
Speculative Home, up to a maximum of two (2) Speculative Homes in any one’
subdivision (including all sections of multi-phased subdivisions) at any one time,

(d) with respect to any Model Homes, the lesser of one hundred percent
(100%) of cost or eighty percent (80%) of the appraised value of such Model Home,
to be based on the status of percentage of completion of such Model Home, up to a
maximum of five (5) Model Homes in any one subdivision (including all sections of
multi-phased subdivisions) at any one time;

provided that the maximum Borrowing Base for the aggregate sums advanced for
Speculative Homes and Model Homes under items (c) and (d) above shall not exceed
20 homes at any one time; and provided, further, the maximum Borrowing Base for
the aggregate sums advanced for Development Lots, Speculative Homes and Model
Homes under items (b), (c) and (d) shall not exceed Two Million Eight Hundred
Seventy-Five Thousand Dollars (§2,875,000) at any one time.

Draw Schedule. The draw schedule is hereby amended from four (4) draws to three

(3) draws, on a schedule of approximately twenty percent (20%) draw at the time of commencement,
an additional forty percent (40%) draw at the time of framing, and a final draw of forty percent
(40%) at the time of completion of interior trim, respectively. ‘




5. Maturity. Notwithstanding any provision to the contrary, wherever reference is made
in any of the Loan Documents to the maturity date, final maturity, or date when all outstanding
principal and accrued interest are due and payable in full on the Line of Credit, or similar reference,
such date shall be extended to and including November 1, 2005, as such date may be extended and
renewed further from time to time.

6. Affirmative Covenants. Section 5. of the Credit Agreement, 4“Afﬁrmat‘ivc
Covenants of the Borrower”, subsection (c), shall be modified to state as follows:

“(c) Minimum Operating Levels. The Borrower shall maintéin the fo]]oWing
minimum financial operating levels (the “Maximum Operating Levels”) durmg the time
period specified:”

“(1) Total Liabilities to Tangible Capital Base. -
During the term of the Loan, Borrowers” maximum
total liabilities to tangible capital base shall not -
exceed a ratio of four and one half to one (4.50:1),
as of each anniversary period ending December 31,
and shall not exceed a ratio of five and one half to
one (5.50:1) as of each quarterly period ending
March 31, June 30 and September 30, respectively.
For purposes of this covenant, maximum total
liabilities to tangible capital base shall be defined
to mean Borrower’s total liabilittes minus
subordinated debt divided by net worth (less
related party receivables and intangible assets) plus
subordinated debt;

“(li) Minimum Tangible Capital Base. Borrower
shall maintain a minimum Tangible Capital Base
(net worth (less related party receivables and
intangible assets) plus subordinated debt) of
Fourteen Million Dollars ($14,000,000.00); and

“(iii) Current Ratio. The Borrowers ratio of current
assets to current liabilities shall not be less than
1.00 to 1.00, tested quarterly.”

7. Additional Negative Covenant. Section 6. “Negative Covenants of the Borrower” of
the Credit Agreement shall be modified to include the following provision:

“(k) Total Spec and Model Home Limit. The number of spec and model homes
owned by Borrower shall not exceed forty percent (40%) of Borrower’s total home
inventory.”




8. Sccurity. The Line of Credit shall be secured additionally by the respective
Guarantor’s Consents to Fifth Amendment, whereby Davis Holding Corporation and Davis
Investments, L.P., consent to the further amendment to the terms of the Line of Credit and to this
Fifth Amendment and reaffirm all other terms of the Loan Documents not specifically modified -
hereby. :

9. Limitation of Amendment. Except as specifically modified herein, all o'th_er:terms. :
and conditions of the Credit Agreement, Note, and all other Loan Documents shall remain in full
force and effect. ' ~

. T - et
IN WITNESS WHEREOF, the parties have executed this Fifth Amendment as of the ¥
day December, 2004. . 1

DAVIS HOMES, LLC UNION PLANTERS BANK, N.A.
By: Davis Holding Corporation, ’

Managing MGIZ
By: / By:

C. Richard Davis, Vice President Charles L. Kase, Vice President




REPLACEMENT REVOLVING NOTE

$10,000,000.00 Indianapolis, Indiana .

Date: December € , 2004
Final Maturity Date: November 1, 2005

On or before November 1, 2005, DAVIS HOMES, LLC, an Indiana limited liability
company (the “Maker”), promises to pay to the order of UNION PLANTERS BANK, N.A.,
a national banking association (the “Lender™), at the principal banking office of the Lender in
Indianapolis, Indiana, the outstanding principal sum of Ten Million and 00/100 Dollars
($10,000,000.00) or so much of the principal amount of the Line of Credit represented by this
note as may be disbursed and outstanding by the Bank under the terms of the Credit
Agreement described below, and to pay interest on the unpaid principal balance outstanding
from time to time until maturity, as herein provided.

This Note evidences indebtedness incurred or to be incurred by the Maker under a
Line of Credit extended to the Maker by the Lender under a Credit Agreement (as the same
has been and may be amended from time to time, the “Credit Agreement™), dated as of
August 9, 2001, between Maker and Lender, and as amended including the amendment of
cven date herewith, which Loan is referred to in the Credit Agreement as the “Loan,” and is
secured by certain “Loan Documents” referred to in the Credit Agreement. All capitalized
and designated terms in this Note shall have the meanings ascribed to them in the Credit
Agreement. The principal amount of the Loan evidenced by this Note outstanding from time
to time shall be determined by reference to the books and records of the Lender. Such books
and records shall be deemed prima facie to be correct as to such matters.

Interest on the unpaid portion of the principal balance of the Loan outstanding from
time to time, until maturity, whether by acceleration or otherwise, shall accrue from the date
hereof until repaid or until Final Maturity at a rate equal to the Prime Rate less one quarter
percent (0.25%) (“Interest Rate™). After Maturity, whether by acceleration or scheduled
Maturity, until paid in full, or when and so long as there shall exist any uncured default under
the Credit Agreement or the Loan Documents, the Loan shall accrue interest at a rate equal to
three percent (3%) per annum above the otherwise applicable rate (the “Default Rate™).
“Prime Rate” means a variable per annum interest rate adjusted daily, equal at all times to the
rate established and quoted from time to time by the Lender as the Prime Rate in effect at its
principal office in Indianapolis, Indiana. The Prime Rate shall not necessarily have any
relation to the rate of interest which the Lender actually charges on any loans or class of
loans. Interest will at all times be calculated on the basis of the actual number of days
elapsed in a year of three hundred sixty (360) days. In addition to the Default Rate of
interest, any payments received later than fifteen (15) days after the due date thereof, shall be
subject to a late payment charge equal to the lesser of five percent (5%) of the amount of
delinquent payments or One Hundred Dollars ($100). Maker may prepay this Note in whole
at any time, or in part from time to time, without premium or penalty.




Receipt of a check or other item of payment in itself shall not constitute payment. A
payment by check or other item of payment drawn on the Lender shall be credited
(conditional upon final collection) on the same day received. A payment by check and other
item of payment drawn on any other lender or financial institution shall, for the purpose of
determining the outstanding principal balance and calculating interest, be credited
(conditional upon final collection) after allowing one (1) Banking Day for collection.
Acceptance by the Lender of any payment which is less than full payment of the amount due
and owing or which is not in immediately available funds shall not constitute a waiver of the

Bank’s right to receive payment in full at such or at any other time in immediately ava1]able
funds.

Accrued interest will be payable monthly commencing on the first (1*) day of the
month following the month in which this Note is executed, and on the first (1) day of each
month thereafter and at maturity. If any installment of principal or interest under this Note is
payable on a day on which Lender is not open for business, the maturity of such instaliment
shall be extended to the next succeeding banking day, and interest shall be payable during
such extension of maturity. In addition, during the term of this Note, Borrower shall
periodically make Mortgage Release Price payments as required by the Credit Agreement,
which Mortgage Release Price payments shall be applied against the outstanding pnncxpal
balance of this Note in accordance with the terms of the Credit Agreement.

All amounts payable under the terms of this Note shaH be payable with attorneys’ fees
and without relief from valuation and appraisement laws.

This Note is secured by the Loan Documents, including a Real Estate Mortgage and
Security Agreement granted by the Borrower to the Lender encumbering certain real property
located in the State of Indiana (the “Mortgage™). The rights and remedies provided in this
Note, the Credit Agreement, the Loan Documents, and the Mortgage are cumulative, are in
addition to any other right or remedy of Lender, and may be exercised successively,

concurrently, or alternatively. Failure to exercise any such right or remedy shall not operate
as a waiver thereof.

The Maker and any endorsers or guarantors severally waive demand, presentment for
payment, and notice of nonpayment of this Note, and each of them consents to any renewals
or extensions of time of payments hereof without notice.

If more than one party shall execute this Note, the term, “Maker” as used herein shall
mean all parties signing this Note and each of them, and all such parties shall be jointly and
severally obligated and liable hereunder.

If any payment is not paid when due, or if default occurs under the Credit Agreement,
Loan Documents, or under any other agreement Maker has with Lender, the holder may, at
its option, declare the principal balance of this Note, together with the applicable prepayment

2




premium and all accrued interest, immediately due and payable, irrespective of the mémﬁty
date specified herein, all without relief from valuation or appraisement laws.

This Note is made under and will be governed by the laws of the State of Indiana. |

The Lender and the Maker, after consulting or having had the opportunity to consult
with counsel, knowingly, voluntarily, and intentionally waive any right either of them may
have to a trial by jury in any litigation based upon or arising out of this Note, the Credit
Agreement, or any related instrument or agreement or any of the transactions contemplated
by any of them. Neither the Lender nor the Maker shall seek to consolidate, by counterclaim
or otherwise, any action in which a jury trial has been waived with any other action in which
a jury trial cannot be or has not been waived. These provisions shall not be deemed to have
been modified in any respect or relinquished by either the Lender or the Maker except by a
written instrument executed by both of them. ' ‘

IN WITNESS WHEREOF, Maker has executed this Note as of the date first
hereinabove written. '

DAVIS HOMES, LLC
By: Davis Holding Corporation, Managing Mcmber

. At

C.IRichard Davis, Vice President




GUARANTOR’S CONSENT TO FIFTH AMENDMENT

On August 9, 2001, under the terms of a Credit Agreement (“Credit Agreement™) between
UNION PLANTERS BANK, N.A. (“Bank”), and DAVIS HOMES, LLC (“Borrower”), DAVIS
HOLDING CORPORATION (“Guarantor”), executed a Guaranty Agreement (the “Guaranty”),
whereby Guarantor agreed to unconditionally guarantee the full and prompt payment when due,
whether by acceleration or otherwise, of all of the Obligations defined in the Loan Documents. All
capitalized and designated terms in this Guarantor’s Consent to Fifth Amendment shall have the
meanings ascribed to them in the Credit Agreement. : !

Borrower and Bank modified the terms of the Line of Credit and the Loan Documents by an
Amendment to Credit Agreement, and Borrower and Bank subsequently entered into an Amendment
to Revolving Note and Second Amendment to Credit Agreement, a Second Amendment to
Revolving Note and Third Amendment to Credit Agreement, and a Fourth Amendment to Credit
Agreement, further modifying the terms of the Line of Credit and the Loan Documents all ofwhlch
Guarantor has consented to be bound thereby.

Borrower and Bank now desire to amend further the terms of the Line of Crcdlt and the Loan
Documents.

For value received, Guarantor hereby consents to the Fifth Amendment to Credit Agreement
(“Fifth Amendment”) and Replacement Revolving Note of even date herewith to be executed by
Borrower and/or Bank.

Guarantor agrees to be bound by the terms of the Fifth Amendment, the Replacement
Revolving Note and all other Loan Documents evidencing the indebtedness of Borrower to Bank, as
amended, and to continue to unconditionally guarantee the full and prompt payment of all of the
obligations defined in the Loan Documents.

Dated: December $_, 2004

DAVIS HOLDING CORPORATION

C. Richard Davis, Vice President

“Guarantor”




GUARANTOR'’S CONSENT TO FIFTH AMENDMENT

On August 9, 2001, under the terms of a Credit Agreement (“Credit Agreement”’) between
UNION PLANTERS BANK, N.A. (“Bank”), and DAVIS HOMES, LLC (“Borrower”), DAVIS
INVESTMENTS, L.P. (“Guarantor”), executed a Guaranty Agreement (the “Guaranty”), whereby
Guarantor agreed to unconditionally guarantee the full and prompt payment when due, whether by.
acceleration or otherwise, of all of the Obligations defined in the Loan Documents. All capitalized

and designated terms in this Guarantor’s Consent to Fifth Amendment shall have the meamngs
ascribed to them in the Credit Agreement.

Borrower and Bank modified the terms of the Line of Credit and the Loan Documents by an -
Amendment to Credit Agreement, and Borrower and Bank subsequently entered into an Amendment
to Revolving Note and Second Amendment to Credit Agreement, a Second Amendment to
Revolving Note and Third Amendment to Credit Agreement, and a Fourth Amendment to Credit
Agreement, further modifying the terms of the Line of Credit and the Loan Documents, all of which
Guarantor has consented to be bound thereby. : B | '

Borrower and Bank now desire to amend further the terms of the Line of Credit and the Loan -
Documents. :

For value received, Guarantor hereby consents to the Fifth Amendment to Credit Agreement
(“Fifth Amendment”) and Replacement Revolving Note of even date herewith to be executed by
Borrower and/or Bank.

Guarantor agrees to be bound by the terms of the Fifth Amendment, the Replacement
Revolving Note and all other Loan Documents evidencing the indebtedness of Borrower to Bank, as
amended, and to continue to unconditionally guarantee the full and prompt payment of all of the
obligations defined in the Loan Documents.

Dated; December _$ , 2004

DAVIS INVESTMENTS, L.P.,
an Indiana limited partnership

By: DAVIS HOLDING CORPORATION,
an Indiana corporation,
Its General Partner /

C. Richard Davis, Vice President

“Guarantor”




LUNION

PLANTERS
BANK
LOAN SETTLEMENT STATEMENT
Borrower: Davis Homes, LLC / Four Star Leasing, LLC

Loan Amount:  $10,000,000.00/ $1,200,000.00

EEES:

Roberge & Roberge legal fees $ 1,070.00
Davis Homes, LLC

Roberge & Roberge legal fees $ 54500
Four Star Leasing, LLC

Total Fees $1,615.00

Borrower: Davis Homes, LLC

By: Davis Holding Corporation, Managing Member

, A

C. Richard Davis, Vice President

Borrower: Four Star Leasipg, LLC
//Z""M
By

C. Richard Davis, Member

By: Charles L. Kase
its: Vice President

Thank you for banking with Union Planters!
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e . AMENDMENT TO CREDIT AGREEMENT
l\\l

4+ This Amendment to Credit Agreement (the “Amendment”), is made and entered into this

day of December, 2004, by and between FOUR STAR LEASING, LLC, an Indiana limited

liability company (“Borrower”), and UNION PLANTERS BANK, N.A. (“Bank™), a natlonal
banking association, having a main banking office at Indianapolis, Indiana.

WHEREAS, on July 8, 2002, Bank and Borrower entered a certain Replacement Credit
Agreement (the “Credit Agreement”) whereby Bank agreed to make a loan to Borrower with the
principal amount of Advances thereunder not to exceed in the aggregate Two Million Fifty Thousand -
and 00/100 Dollars ($2,050,000.00) (the “Loan”), as previously modified and amended. All

capitalized and designated terms in this Amendment shall have the meanings ascribed to them in the
Loan Agreement.

WHEREAS, Borrower and Bank now desire to modify the Credit Agreement according to the
terms and conditions of this Amendment.

NOW THEREFORE, for value received, Borrower and Bank agree to amend the Credit
Agreement according to the following terms and conditions:

1. Maximum Amount of the L.oan. Subject to the terms and conditions of the Loan
Documents, Paragraph 2 of the Loan Agreement is hereby amended to state that the maximum

amount of the Loan shall be One Million Two Hundred Thousand and 00/100 Dollars
($1,200,000.00).

2. Maturity Date. Whenever reference is made in the Credit Agreement to maturity
date of other similar reference, such date shall be November 1, 2005.

3. Principal; Payments. Section 2(a)(1)(B) of the Credit Agreement is hereby amended
to read as follows:

(B)  Principal; Pavments. The principal amount of each Note shall not exceed eighty-
five percent (85%) of the lesser of appraised value or the cost of the Mortgaged
Property securing repayment of the indebtedness evidenced by such Note, and
also shall not exceed the sum of One Hundred Fifty Thousand and 00/100 Dollars
($150,000.00). Each Note shall be repaid in equal monthly installments of
principal and interest, based upon an assumed amortization schedule not to exceed
Two Hundred Forty (240) months. The entire principal balance of each Note,
together with all accrued interest thereon, shall be due and payable in full not later
than one hundred twenty (120) months following the date of such Note. In the
event Borrower prepays the principal balance of a Note, or any portion thereof,
Borrower also shall pay to Lender a fee according to the following schedule: If
paid during the first (1¥) year following the date of the Note, a fee of five percent
(5%) of the principal balance of the Note outstanding at the time of prepayment;




4.

during the second (2™ year, four percent (4%); during the third (3™) year, three
percent (3%); during the fourth (4%) year, two percent (2%); and during the fifth
(5™) year, one percent (1%). Following the fifth (5%) year, the principal balance
of such Note may be prepaid, in whole or in part, without fee or penalty.
Notwithstanding the foregoing, during each successive twelve (12) month period
beginning on the date of this Agreement, Borrower may prepay in full a maxunum
of five (5) Notes without fee or penalty.. :

Cash Flow Coverage Ratio. A restated Sectlon 13(f), entitled “Cash F]ow Coverage

Ratio”, hereby provides as follows:

5,

“Cash Flow Coverage Ratio. The Borrower will maintain a cash flow coverage
ratio of not less than 1.00 to 1.00, tested annually, commencing on December 31,
2004, and thereafter. The cash flow coverage ratio is determined by dividing
annual gross income less taxes, dividends and unfunded capital expenditures by
the amount of principal paid by the Borrower plus Borrower’s interest expense.”

Security. The Loan shall be additionally secured by the Guarantor’s Consent to

Modification (“Guarantor’s Consent”), whereby Davis Homes, LLC, consents to the
modification of the terms of the Loan, this Amendment to Credit Agreement and reaffirms all
other terms of the Loan Documents not specifically modified hereby.

6.

Limitation of Amendment. Except as specifically modified herein and except as

specifically modified by the Guarantor’s Consent of even date herewith, all other terms and
conditions of the Credit Agreement, and all other Loan Documents, shall remain in full force and

effect.

+&

IN WITNESS WHEREOF, the parties have executed this Amendment as of the 9’
day of December, 2004.

FOUR STAR LEASING, LLC

UNION PLANTERS BANK, N.A.

By: Davis Holding Corporation,

) Mng M _
By: :

C. Rlchard Davis, Vice President

Charles L. Kase, Vice President



CORPORATE GUARANTOR’S CONSENT TO MODIFICATION

On July 8, 2002, under the terms of a Replaccment Credit Agreement (the “Credit
Agreement”) between UNION PLANTERS BANK, N.A. (“Lender”), and FOUR STAR
LEASING, LLC (“Borrower”), DAVIS HOMES, LLC (“Guarantor”) executed a Replacement
Guaranty Agreement (the “Guaranty”), whereby Guarantor agreed to unconditionally guarantee the

full and prompt payment when due, whether by acceleration or otherwise, of all of the obligations
defined in the Loan Documents. ' ‘

For value received, Guarantor hereby consents to the Amendment to Credit Agreemerir
(“Amended Credit Agreement”) of even date herewith to be executed by Borrower and Lender.

Guarantor agrees to be bound by the terms of the Amended Credit Agreement and all other
Loan Documents evidencing the indebtedness of Borrower to Lender, as amended, and to continue to

unconditionally guarantee the full and prompt payment of all of the obligations defined in the Loan
Documents. .

Dated: December ¥ , 2004.

DAVIS HOMES, LLC
~ By '

C. Richard Davis, Vice President |

“Guarantor”



REGIONS £\

BANK

February 23, 2005

Mr. Jerry Crone, VP Accounting/Finance
Davis Homes, LLC

3755 E. 82" St., Suite 120

Indianapolis, IN 46240

Dear Jerry:

Enclosed are copies of the documents you requested, as follows:

Fifth Amendment to Credit Agreement — Davis Homes, LLC
Replacement Revolving Note — Davis Homes, LLC

Guarantor's Consent to Amendment — Davis Holding Corporation
Guarantor's Consent to Amendment — Davis Investments, L.P.
Loan Settlement Statement — Davis Homes, LLC/Four Star Leasing
Amendment to Credit Agreement — Four Star Leasing

Guarantor’'s Consent to Modification — Davis Homes, LLC

If I can be of any further assistance please give me a call.

NOO kW

Sincesely,

Charle’s L. Kase
Vice Risgident
ClL¥/pc

Encl.



Exhibit 6.07

Crooked Creek Associates
Management Agreement



' project Owner's & Management Agent's Certification

- nterest or Independent Manadement Agents

4381.5 RE-1 GIH
APPENDIX 18

1.

U.S. Department of Houalng
and Urban Dovelopmoenl

oy

Olfice ol Housing "H g"‘
OWMB Approva! No. 2502-0305 {exp. 12731280)

oLl € 199 ARG DO bor 4 qortessan of Nlomasion s sslmsied W svnrage 0.1 4 haws por Freponte, SASidng e Ame Kt fom sming e s, SeacthAg TEIINg dals 1OMONL, §8 Pean) bad mesianing N

wded, and compoim and fovieming Pro axXlecy oy ol ndomm s son, Send tomments re) a1t i bwrden FIVRALS O BAT G tapecl 0l 11 CoF v e ol nlomme Ve, AIUARY LWgY I ION or fedunAg N
o 1o Pesrorm bansgern mat O omr, Crice of Wnlormme Yon Pofiel s nd Systom e, U 5. Drparrn vat of Housng iad Urtows Dol o snt, W sing o, D.C. 2081 03450 Ad 19 Fve Ok ea o1 L s Gwemmm oot

for Muftifamily Housing Projects for [dentity-of-

B s Prpermort Neducron Projec (Z202-0002), WasNagrn, D.C. 2502,

. Propct nMTa

¥, Siatel

< FHA piojec no: Date: ;
‘CROOKED CREEK APARTMENTS 073-35384 Decerbexr 31, 1097
Seciion B no;
Indianapolis, Indiana 46268 - .

“ Acting en bokatl °'W the Projoct
Cwnot (Ownar}, and NS MrerErent , he
© Manasgemont Agont (Agent), we meka the lollowing corifications and
sgreements o the United States Department o! Housing 3nd 'U:ban
Development (HUD) regarding manogement ol the above project
1, Ve certily thatt
© 3. Wuhavoe oxoculed or will execute, within 30 days.ahet receiving the
apmroval(s) requirod by paragmph b below, a Mansgemen! Agreomant
for this project The Agreemant providas / will provida that the Managoe-
ment Agent will manage the project lor the lerm and leo described .
below. Changes In the I+ will bo Implemented only in accorcance with
BUD's requirements
(1) Tarm of Agréomont: oHce. Eﬁaﬁ%ﬁﬂt&
(2) Feos: 3 . . l/

{n) Sj . *. ol rasidential Income collecled;

®___ __ * ol commercial Incoms collocted:

(c), 5!5 " of miscollanecous income canoc(c_d (This
peicentige musl nol oxceed the percantige in {2)(a)
above).

() Speclal Fees No[J Yes (0 ! yes, deseribe in parsgraph
4 ol Atachmont 1.

{3) Calewlation of Estimated Yiold {Sae Attachment 1.}
b, Wo will disburse management [oas lram project lncome only afier Vo
havo?
{1) Submilted this Certilication Jo HUD:;
{2} HUD has approved tha Agent 1o manage this project; and .
(3) HUD has approved the momagemen! (eo (il roqulrod),
c. Vo understand the! no Joos moy bo earnod or pald ahes HUD has
lerminated tho Maragomant Agrooment. .
d. 1 HUD nolifiss ms of an excossivo maragemant lea, I, the Agont, will
within 30 days of HUD's notcn eithor:
{1) Reduco the compansaton to an amoun! HUD determines

(2) Require tho administator la relund I tho projocl all excassivo
loos collected, or  * . .

(3) Appeal HUD's decislon and abide by tho resulls of the apponl
process, making sny requlred reductons and relunds withn 30
drya nhor tho dato ol this docisionletor on tha appoal

o. H1IUD holds tho roxldoniinl manogoment fce yleld harmioss undor the
uansivon provisions of Chapler 2, Socton Vi ol HUD Handbook
4301.5,

(1) Wo understand that HUD wAll adjus! tha management {eo per-
centage cach ime HUD spproves a rent Increass.

(2) Vo agres 1o ba bound by that percentage untl the naxt rent
increase of untl HUD approves & dilfsren leo, pursuant to eur
request

. We will, if the project Iz subsidized by HUD, select and admit tenants,
compulo lanant rants and assistance payments, recertily lanants and
carry out other subsidy conlract sdminisiration rasponsihm_wx In accor-
dance with HUD Hancbook 4350.3 and other HUD Inslructions,

. We agree ta!

8. Comply with this project’s Rogulatory Agroemont, Morlgage 3
Morigage Note, and any Subsidy Contract or Workout! Modibeation
Agreemont

: b. Comply with HUD handtooks, notces or other policy directives thal

E rclate 1o the management of tha project o

c. Comply vith HUD requirements tegarding paymant and reasonable-

ness of management lees and allocation ol management costs

; between the management e and the preject account (This does not

apply 1o projecis fizied In Paragraph 2-10 of HUOD Handbook JODL.'S).

to be reasonnbla and . .

d. Rolrain lrom purchasing goeds or sorvices lrom engtos that have
idontty-olintera st with us unless tho costs are as low 3s of lower thon
arms-length, open-marke! purchases,

4. The Apant agrees to:
& Assure thalall expenses of ths project are reasorable and neces sary,
b. Exer roasanablo eflort to maximize projoct incame and 1o take
advantage of discounts, rebatos and similar money-saving lechniques.
¢ Oblain contracts, materials, supplies and services, including the
preparalion of the annual audit, on terms most advantageous lo the
project

A . d. Credit he project with all discounts, rebates of commissions (including
tel with 30 day cencellation any sales of property tax relicl granted by the state of local govern-

ment) received. k

e. Oblin the necassary verbal or wrilten cost cstimates and documnent
the reasons lar accopling other than the lowest bid,

l.  Malntain copies ol such documentation and make such documentation
available for your inspection during normal business hours.

0. Invest project lunds that HUD poficies require 1o be invested and lake
roasonable elforl B inve st other project lunds unless the owner
specifically directs tho Agent rot 1o Invez! those other funds,

5. We cortily hal the typas of Insurnnce policies checked below are i lotce
end will bo maintaiiod 1o the best of our 3bity al all imes. Fidefly bonds
and hazard insuranca poficie s will nome HUOD 33 an additena! loss payea.
Note: For any box notchacked, aftnch an explanaton as to why you
canrol oblain that type o insurance, Such situalions should be extremely,
rare, . ;

2. X Fidolity bond or employee dishonesly coverago lor

(1) afl principals of the Agent and: L
{2) all porzons who participate directly o inditectly in the mamge-

- ment end maintenance ol tho project and its assels, accaunts
and rocords, Covorngo will ba alleasl equal to tho project’s
gross patential income for twa {2) months, '

b, RJ Hazard insurance coverage In on amount required by the preject's

Morigage.

. 2] Public Tabiily coverago with tho Agent designalod 35 ono of he

insured.

. A.The Aga=tagrees i

a. Fusnish a rezponse o HUD's managemenl review repons, physical
Insgaction repotts ond writion inquitios regosding the project’s annual
financhal statoments or montily sccouniing reporls within 30 dnys altar
rocoipl of the 18pont or inquiry.

b. Establish and maintain the proj=cr's accounts, baoks and records in
accordance witht

{1) HUD's administrative requirements:
{2) genarally accopted necounting principles: and
{3) in 8 condilion that will lacilale audit
7. We ngree that }

2. All records relatod 1o the operation of the projeet, resardiess of wheto
they are housed, shall bo considered the property of the project.

. b. HUD, tho General Accounting Otfico (GAD), and those sgencies’
tapresentatives may inzpect :

(1) any rocords which relats to tho projecrs purchase of goods or
services,

e ¢ 3
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(2) tho records of the Ownor and the Agent. and .
(3) the recotds ol companios having an idantty-al-intorest with tha
awner and ths sgant
Tho lellowing clause will be incluged in any contract enteted into with
on idantity-ol-interest iadividual or business fof the provision of coods
or sorvices to tho project: "Upon request of HUD or {mma of owner of
Agent), {namo ol contracior or supgliar) will make avaflable to HUD, at
& rensonablo Bma and place, its rocerds and records of 1dontity-ol-
intere st companies which refato to goods and services charged lo the
project Records end Information Wil be sutfcient lo parmit HUD to
delermine the servicos poriormed| the dales he sorvices wore
pcdomcd. the localion al which the services were pedormed, the Eme
consumad In providing the services. the charges made lor materials,
and the per-unit and total charges levied lor said services.” The owner
sqroes o request such records within seven (7) days of receiptol
HUD's tequast lo do 50,

¢

‘o certily that any Management Agreament doas not contain the typo of
- mold harmless® clause prohibited by HUD. .
9. We agree lo include the lallowing provisions in ths Managoment Agree-

ment and 10 be bound by them: .

" 4. HUD has the ilght to lermirale the Management Agresment lor [allure
* 1o comply with the provisions ol this Cersfication, or other good cause,”
thirty days after HUD has railled the ownor 3 wiilen notice of its dosite
. o lorminate tho Management Agreement.

b. In the eventol a delault under he Mortcage, Nota or flegulatory
Agresment HUD has the right 1o temminato the Management Agree-
ment immodintely upon HUD's Issuance ol o rotice of lermination 1o
the Owner and Agonl
1L HUD sxorcises this Aght of terminason, 1 tha Owner agree 10
promptly make prrangements lor providing managoment tat Is
satisfactory 10 HUD. .

d. 1l thoro is a confict betwean the Idanagement Agresment 3 HUD's
fights and roquirements, HUD's rights & roguiremenis will provail

o. Il tho Managemenl Agroomant is terminaled 1, the Agent, will giva 1o
the Owner all of tha projects cash, trust accounts invostments and
records within thirty (30) days ol the dalo the ldanagement Agreoment
Is terminated. .

© 10, the Ownor, sgres to submit 2 new Maragement Certilication to HUD

belato taking ary ol the loflowing aclions:

a. Authorizing the sgent 1o cofiec! 2 fee dillerent lrom the percentnges
fsos 3nd any special leos spocified In Paragraph 1 of this Certification:

b. Changing ho expiration dale of the ldanagement Agreemont

¢. Acnewing the Managoment Agreement

d. Pormitng o now Apent to eporato the projoct

0. Permiing a new Agont b coflect 3 lee.

I, Undettaking soll-managoment of the project,

11. Wo sgreo to: :

2. Comply with ol Fedaral ctale, of loeal laws probbiting discriminaton
againsl any pcfu;m on grounds ol tace, color, croad, hamilial stotus,
hardicnp, sox of natlonat origln, Including Titto V! of the Civil Rights
Acto! 1964, Tito VIl of the Clvil Rights Act of 19638, Execubve Ordor
11053 and oll requlatons implemonting those laves.

* b. Givo lamifias with ¢hldren equal consideralion for admizsion, except n
housing lof oldor perzons 8s dotarmined by HUC.

¢ Gwe handicappod parsans priotlty lof subsidizad units thal wore bult
nnd equippod specifically lof x.ho_hnrdicappcd.

d. 1 the project recoives any form of direcl Federal irancial assistanco,
comply with the provisions of Soction 504 ol the Rshabilitaion Act o!
1973, as amended, the Age Diserlmination Azt of 1975 snd all
regulations and administrabive Instructions implementing mesu-laws.

, Tho Agant vadorstands that thess laws and regulatons prohibit dis-
crimination against applicants of tenanls who 276 handicapped of ola
censin nge. .

e. Furnish HUD's Olfico ol Fair Housing and Equal Opportunity sny

reports and information roquired to monitor the project’s compliance
* with HUD's lair housing and alfumalive marr.eting requiroments
(including HUD Form 943, il applicatie)

contracisr beeause of raco, color, Fandicap, religion, sox of mtional
origin

L Nol discriminala ngainsl any employeo, applicant lor employment of

g. Provide minoriies, women and socially and economcally disadvan.
1ged firms equal opportunity 1o paricipata in he projecl's procurement’
and conlbacting activilies. .

h ! o project receives any lorm of direct Federal financial assistance,
comply with Section 3 ol the Housing and Urben Development Act of
1968 and its Implementing regulatons. I, the Agent, undarstand that
this taw ond tha requlations require tho project lo make aining, em-
ployment and conlracting opportun’ias available, 1o the greatest extent’
feasiblo, lo lowec-incoma projoct erca fesidents and smal businossos, |

12.We certity thal we have read and understand HUD's definltion of “dentity-
of-Interesr and thal tho statemant(s) checked and informaton entered
balow ara trua. (Cheek box a of boxes b and/or ¢.)

o. 3 Noidentity-ol-interest oxists amorg the Owner, the Agenl
and any individuals of companies 1at regulady do business with
the projocl
. b. O Only indwiduals and companies bisted In Secton 113 of the Man. .
agemenl Entily Profilo have an Idangty-ol-interest with the AgenL
e 8 Only the Individuals and companies lsted beolow have 3n Identity-
olinterest with tho Owner. {Show the name al the Individual or
company: Ist the services rendered; and deserbe Ihe nature ol the
Idently<cl-intorest rolationship, Afach sddilions! sheets, Il
necossany) Charles R. Davis, President ‘
. Davis Meragarent, General Partrer
Cedar Ride Asscciates ‘
Jargelire Davis, President
12.1, the Agent certify & mgreer  Jardcde Davis Interiors
a. that the Management Ensty Profile, dated_12 /3! is
sccurate and current as of the date of this Certilication.
b. To submil an updated profilc whenever there is 2 significant changain
the organization of aperations of tho Management Entity.
14.Tha items checked below ars attached:
T Albchment 1-Calculation of Esv Yields from Proposed Mot Fees
3 New Managemeont Entity Prolile
O Updaled Management Entily Profile )

O Other (Spocily) .

Warnings: . -

Thera are finas and imprsonment--$10,000/5ysars—lor anyone who makes
false, fictitous, or raudulant statoments or onlries In any matter within thi
judsdiction ol tha Federal Government (18 U.S.C 1001).

Thets are fines and imprisonment—3$250,000/Syears—Ilor anyone who
misuses rents & eocreds in violation of HUD regulations refative to this
project This applies when the molgage note is In delault or when tho
projoct Is In 2 nonsurplus cash positon (12 U.S.C 17152-9).

HUD may sook a “doublo dsmapes” el remedy lor the usza-ol nssels of
Income In viotation ol any Regulatory Agroemont ot any spplicabls HUD
regulations (12 U.5.C 17152-4a).

HUOD may seok additonal civil money penaliies to be paid by the mongagor
through personal lunds for
{1} Viclaton ol en agreemant with HUD 1o to use nonpreject funds for
cortaln specified purposos as a conditon ol recowving Yranslars of phyzical
sssots, Nexidle subsidy boon, eapilal improvement Joan, modbeation ol
motigage Wwrms o workout The penalies could be as much s the HUD
Secrelary’s loss at loreclosure safa of sale aftor foreclosure,

{2) Cenairyspacific viclaions of thnRecildinry Agreement, the penallios

e he x>'much o3 $25900 pof 0gl0RNEs (12 U.S.C 1725115)

/s/ Charles R. Davis

By Projcct Ownar: Name, litle, Fangture LTt

v/s"/ Charles R. Davis

By llanagomant Agent: Namao, nite, signature, cate:

Page 204
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APPENDIX 1B

Piopct Narma!

CROOKED _CREEK  APARTMENTS
-_CR(

FHA Pies

073-35384

[PEIT T

Decenmber 31, 1992 .

g3
- .

e et

HTT U0 FIeIG i Usa Only {Chock all baxen that apply)

Aaup-lront review ol the management fee was:

The residential mnagcmént lee Ylold is capped al'$
15 maintain this yield and enler the inlormation required below.

D Required E] Nal required

D The maragement [zes quoled in paragraph 1a and explained ih Anachment 1 of this Certfication are approved.

D The residential management ice Porcantago is held harmless al e

.

D The maragement lees quoted In Paragraph 12 and explained in Aftachment t of this Certifcation we not approved. The ahached letter, B:’alc&
explains the reasens lor this disapproval and zels borh tha allowable management lees, ’ !

PUPM. Eachims you opprove z rent increase, adjust the management [ee Porcantage

ENoctive Date
of New Feo %7

Monthly Rant Folenllal Colactlons R Assumed™

Adjuzied Management
Feo Poroontaga

PAGE 3 of 4

1‘:
* Thiz sheuld be the 3ame date the 1entf Increas e it alfecilve,
T 95% unless you aoprove a Oilleront percontage,
Dy Loan Servicer By Supervisory Load Servicer/Lloan Managemnen! Branch Chief )
Shnalwe Date Sgnaiure Dsle
Namo Nams
T Titke
a
Pagedold lotm HUD-9039-B {11/76/50)
Aol Nardbook 4381.5 Nevey
. )
R

1/9
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clhmon\ {—Calculatlon ol Estimatod Yiolda trom Proposad Managament Foes
AllaeR

/1;:’_* FrA Project No.t_ Date:

LA L. . LT s R
Tosidonilal Foe 2 Commarclal F os {Describe commercial space, how itis used 3nd what
n . sarvices mansgement provides.) ;
g < Ny residential rent potential (from Part A
: ,,é»f?’:’tzoge ,Zml recent HUD-2pproved Aent Schedule | S 109 ,055.00
S Lo 1a Umes 95 ® 103 AN2.00
i et
5% = :
¥ __5.698.00
mmbcr of residential units (include |
“pent-lrec unils.) 2_16 unts '
Aesidental leo yield por unil per month
(Uine 10 dvided by 1e.) $ 26.38 PuPM N/A
’_'f . - - 0 0
Notsi Generally collecions must be estimated al 95% ol gross potential If 8. Monty commercial rent potential (lrom Pan E
.oy use 3 lower percentage, aftach an explanation for the collections ol the mos! recent HUD-approved Rent
eniaoe used. Make sure thal any assumption of a lower collections base Schedule) $ N/A
does nel compensale the agent for services lor which a special lee will be
‘w;‘paid. . b. Percenlage lee N/A %
. Commercial lea yield (Line 28 Uimes 2b) $ N/A
?.Nsc:ll:noous Faa T ) N/A %‘
L

: Fucenlage les [nol lo exceed the residental Income fee percentage in Lino 1c)
: el.o ‘ C

b LUstany miscehaneous income on which HUD allows a fee 1o bo taken, but onwhich you have agreed a fee will not be paid. 1

4, Spoclal Foos .
show dofinr ameuni(z), purpozo{e) nnd time period{s) covered. Describo porformance standards and tirget dates for accomplishment of special tasks. (Allach

i _ oddlllonal sheots, I nuedod.)

- ‘Monthly accounting fees paid to Davis Management of $1.75 per unit, or $378.00/mo.

— L.
*Nole: Projecis kslod I Papraph 210 ol HLUD Kandboak 4301.9 NEV-1 may quole Man3gamant fees n ways other than as shown In this altachmanl,

—

Pagedol4 : . lorm HUD-9835-A {13/26/50)

1/9 :
PAGE 4 of 4
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Exhibit 6.08

Cedar Ridge Associates, L.P.
Management Agreement
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'4381.5 REV-1 G4
APPENDIX 18

prof

.".ect Owner's & Management Agent's Certification
Multifamily Housing Projects for ldentity-of-
rest or Independent Management Agents

U.5. Dopartmont of Koualng
ang Urban Dovelopmont
Otfice of Housing !

OMEB Approvol No, 2502-0305 {exo. 12°31380)

r ek P4 coriecaan ol Alometon s ssvmated 1 sverage 010 hawy per rempones, indudng T Ime or fs ke g D TUCTDN, Caas BN 118ING L KOWCAL, §4 P 38 MeAlsreng he

VU< "F’"?Ad compl ity WG Frmesey] Ne coleSi oy o Wiom s kon, Send Commens roqarcirg Vs Durden ssdnsle O ey el waowct Of Tus codscron ol inioma Fon, NIV NG Jugqeasons for Ivauong e

""':.', Reporn Mansgern snl Ofteor, Orfics ol Wnlomnaton Pofices and Sysams, U S, Deparmont of

permwory Rroution Proy et {T2020003), Waskingin, 0.8, 22501,

Hovang wind Urban Qevelapment Weshingion, D.C. 204103600 snd © he Ohos ol Hansgement and

Management Agont {Agent), we make e lollowing conifications and
jagrecments o the Uniled Slates Department ol Housing and Urban
‘Development (HUD) regarding management of ha abave projecl
" Vle cerify thatt
2. Wo havo axocuted or will execule, within 30 days aler receving the
approval(s) required by paragraph b below, a Managamenl Agreement
for this project The Agroement provides / will provida that the Manage-
ment Agent will manage the project for the term and fee describad
below. Changes In the f=e will bo Implemenied only in accordance with
HUD's roquirements
{1) Term ol Agréemont; rotice. Eff jve tB
[2) Feeos: ) . . &El/

(a) Sj - * ol rasidential Incoma colleclod;

M)__0 % ol commercial Incoms collocted:

(€)%’ ___% ol miscoNancous incoms collected (This
peicentige musl not exceed the percaniige in {2)(a}
abova), :

{(d)  Special Fees No (O Yes [J i yes, describe in paragraph
4 of Aftachmonl 1,

{3) Caleulation of Estmaled Yiold (Soe Atachment 1.)

. Wo will disburse managemont leas lrom projest incoms only afer Vo
hava:

{1} Submitted this Certification 1o RUD:

(2) HUD has approved tho Agent to manage this project; and

{3) HUD has approvod the mamgemant feo (if required).

Ve understand that no loes may bo earned of pald afist HUD has
terminated the Marmgomanl Agrooment .
If HUD notifios me ol an sxcossive managemant lee, |, the Agant will
within 30 days of HUD's notice oither:

{1} Reduce the componsaton lo an amount HUD delerrmines

1o be tensonabla and .

{2) Nequire the adminisvator o relund to thoe projoct 3l excossivo
{eos collecied, of N ) .

(3} Appeal HUD's decislon and abide by tho results of the appoal
procoss, making eny roqulred reductions and relunds within 30
dnya nher tho date of this docision leltor on the appoal.

o. I111UD holds tho residontinl managomant fea yleld harmloss under the
vonsiton provisions ol Chapier 2, Saction Vi ol HUD Handbook
4381.5,

{1) Wo understand thal HUD wAll adjust the mansgement lee pere
centage each time HUD approves @ rent Increasae.

(2) We agree 1o be bound by thal percentage untll the noxt rent
increase or untt HUD approves a dillerent {20, pursuant lo our
request

2. We will, il tha project Is subsidized by HUD, select and admit tenants,
computo lonant rents and assistance payments, rocertlly tonants and
carry oul olher subsidy contract administration responsibiibes in accor-
dance with HUD Handbaok 4350.3 and other HUD Instructions.

3. Weagres to:

a. Comply with this project's Rogulatory Agreement, Morlgage &
Morlgage Nole, and any Subsidy Contract or Workoul/ Modification
Agreement

b. Comply wilh HUD handtooks, nosces or olher policy directives that
retate to the management ol the projoct.

. Comply vath HUD requirements teqarding payment and reasonable-
ness of management fees and allocation of management costs
batwoen the management fee and the project account (This does ot
apply 10 projecis lisied In Paragraph 2-18 of HUD Handbook 4381.5),

ot FHA projec no: Datel
CEDAR_RIDGE APARTMENTS 073-35392 December 31, ..1992
Tiy, Statel’ , Section 8 not
" Indianapolis, Indiana 46736
ml{o! i i . the Projoct d. Rolrain from purchasing goods or sarvices lrom entiies that haye
he (}?vnor (Owner), and Ja iy . e identity-ol-intorast with us unless tho cosis are as low as or lowor than

arms-length, open-maskol purchases, !
4, The Agent agrees o2 :

u. Assure thatall expenses of tha project ara reasonable and necessary,

b. Exertreasonable eflort lo maximize profoct income and to lake'
advaniage of discounts, rebatos and similar money-saving lechniques.

¢, Obtain conlracts, malerials, supplios and services, including the
preparalion ol the annual audt, on lerms mast advantageous o the
projecl

. : d. Credil he project with all discounts, rebates or commissions (including
el with 0 day CB’EEJJB‘D.CI‘I any sales or property tax refief granted Dy the state or local govern:

ment) received. :

o. Oblain the necassary verbal or written cost estimales and document
the reasons lor accoping other than the lowest bid. ;

[, Maintain copies ol suzh documentation and make such documentation
available lor your inspection during normal business hours, !

9. lnvast project funds that HUD policies require to be invested and take
roasonable elfort o invest other project lunds unless he owner
specifically directs tho Agent not 1o invest thosa other funds,

5. We cerlily that the typos ol insurarnce policies checked below are in lorce
snd wil be maintained to the bast of aur ability al afl Umes, Fidelty beads
ond hazard insurance paficies will name HUD a5 an additional loss payec.
Note: For any box not checked, aftach an explanalion as o why you
canrol oblain that type oi insurance, Such siluvations should be extemcly,
rare, .

2. X Fidafity bond or employee dishonssty coverage lor |

(1) afl principals of ths Agant and;

{2} all parzons who participate directly o7 indirectly in the marsge-
men! and maintenance of the project and ils assels, accounts
and rocords. Coverago will bo alleast equal lo the project’s
gross patenlial incomo for two (2) months, T

b. X Hazard insurance covarage in on amount required by tho project's

Mortgage.

<. X1 Putfic fiabllity coveraga with tha Agont designated as ono of the

insured,

5.The Agantagrees ta:

r. Fumisha responso 'o HUD's management review repons, phyzical
Inspaction raports and writian inquities tegr ding the project’s annual
financlal statoments or monthly nccounting reparls within 30 doys aftor
‘tocoipl ol the roport or inquiry.

b, Establish and maintain the proj=cts accounts, books and records in
accordance with:

{1} HUD's administralive requiroments;

{2) penorally nccepted nccounling principles: and

[3) in & eondilion that will Jacilitale audit

7. We agree that )

2. Alrecords relatod to the operation of the project, regardiess of whero
they are housed, shall be considered the property of the project

b. HUD, ths General Accounting Olfico (GAO), and those egencies’
repraseniatives may inspect :

(1) any racords which refate to the ptoject’s purchase ol goods or

services,

e Y

Page

S :
lol4 lorm HUD-7839-B (1 1/26/00)
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{2} Marecords of tha
Pl {3) the recards of com
. ownier and the 8Qe

Ownay and g A

genl and
Panios hnvinq

an A'den!iry-ol-:'nlcla:( with the rmg *qu; Paricipaln in e peo
L and conlrucung activi i
The lellowing clausg wiy bs included in any conymer entered intg with h o Project feceives any !o7n of direct Federa) finaneiat 2isistance,
3 “an i0entily-ohintar g iNCividy g o businass 1, e provision ol goods compty M Secton 5 al the chs_nng and Urpan olopment Aqy of
o sarvices 1o thy Prejeet: Upgn "eQLest of HUQ of {ramy of ownor of 1968 ang i Rle enting guladons, | X Acent, unde, sland gy :
| 5-'/\genr). {ramo of contmciay or SUPPYiar) wil majcs 2valadle 1 HUD, a¢ this law g the requlationg fequire the Project 15 maq Vaining, am i
;4 reasarable bmg gng Place, its 10C0tds gy tocords ofldanxiry-ol- . Ploymen; and con_tractmg 9PPOrtunlig g Ivailable, the grm{e‘;: extent
intarest COMBanies whie efata 1o goo gy and servicas charged 1o gy 198311"0. ol “NCIMe projoct 8189 fosidenss d Ulingssey .
. 'p,oigcy. Records ang informau'on will bg ¢y, icient to Pemit HUD 1n 12_W? CE Ul that we have reag ang Understapg Rup's definion of Tdeny .
" delerming he Servicas Parformed, ihe datos thy 3drvices wera . ofintereg 3nd that phy sla!ement(s} thecked informaggn entered '
; y ::pcdafmﬂd. Yo location 2l which the rices werg Peroimed, 1he tme balaw 8,4 We. (Chock b0x a of X5 band/ g, e)
consumed in Providing thy services, e A9es maide oy malerialy, )
'z and the PEr-unl ang 15107 ch i i€es,” The Owner 2, 3 Ny idenb‘ry-ol-inle!ezt oxists Amorg the Cuwner, 1hy Agent
' ¢ ol teceipt of and zny Individyare f companies that regulady gy busingsg with
€ Projoc :
: b O Cnly individugs " componses fisted in Section 113 o the Man. :
. Wa certly that Y Managamen, Agreoment dogs pog contain the type of 20eMent Entiyy Prop, h3ve an dengy.q 0181851 with 11 Agent, '
“hald harmigs g clause Prahibitey by HUD, ) c K) the indys, companies Bsteg have 3n iden;
' 9. Wa 30ree la includa gy lollowing Peovisions in e Managomeny Agreo- ol-mlere:tmtn 8 Owner, (She N8 nama of g Indrvidya; of : :
ment and fo be boyng by hem: . Sormpany: ey the sarvipag ferdered; ang deserbe the n21ure of the :
2 HUD hag he tlpht 16 lermirg:e the Manugement Agreement lor failyre denn‘ry-of‘inlnrest lolelionship. Ardch'nddtianaf sheets gt
& comply H12 provisions ol this Certfiey Yor, or oiher poad Cause, - Rocossary ) Q‘Et]_s R, , t
4 Biny days spee HUD hay mailed the OWner & wiiten notics of i1y desire ) m\"ls £
' . I 10 larmingtg e ManagememAgreemmL . % ! Cﬁml
28 b Inthe even of 8 delault ynder e Hollgage, Nota of nepu!alory CH?ar Rldgs %t}i’s
Agresmeng RUQ hag the right ;o Ion'ninnh{a the klianalg:pmn_wt /t\;gte:\ % L'hvjs, PIES . 3 +
i g3ry * anco beomnuono
v"::"&ﬁ?,’;”;’;’;’;;’f“ Huo's FEUanca ofa no ¢ m 13.4, the Ageny Certity & Agree:r ] Iﬁde e ns Inteﬁ‘ms-
I HUD eXoicises thig fight of ormination, | e Ownor agres 1o 8. bhat the Managemen; Engry Profie, daft‘ﬁ% is .
PrOmplly mgke Aangemenis for Poviding Mmanagemen thatls ac:wala.:md curent ag o the date o this Coruﬁca.lzcl?. ) :
L salisfaciory 1o Hup, b T submf 2N Updaleg Profle wheneya, therois Significan changs in !
T8 Hhorais g onflict batwegn the Mana ceman; Agreoment 3 RHUD's o Sffanization of Peratons of pg Mang ent Endy, !
g fiphts ang roquirements, HUDg tights ¢, foQuirements wip provad, . 14.The ltam, checkad 378 Alnch oy,
' R 1 Managem,g {Agroormant is lemningjeq |, e Agsag, wi %8 1o Allschmeny I=Calculagop o Bty
‘i - ¢ 1o Qwnear alal hy Piojecrs cash, trygy Actounts IV osiments and D Now Mahngeman) Eny
. 'eC0rds within hiny ¢ days of g 3o the Aaragemem AQreement
S lormins ing,
2F U0 the Owner, Bores to submy an,
' A belore 13xng

Thets ar fines ang }
a, Camply with 3

HEederal <

L1 '
~3250,000 Years—lor 5 902 whe
Misusys Tenls g troceads i Vialalion ol Hup tequlations 1elative 1o this
PIojsct Thi 3pplies when # toa i
< laws prohb(lmg d?scrimlnahon Project Is i a nonsurplys c2sh po iy .S, 17152-9).
303inzt gpy Perzons op 0reunds of ya¢q, color, eroed, fympyy sahys, Bmagas~ erg remedy Ior the Yse ol asyers o
handieapn oy of ndtiongt origin, Including Ting V1ol the Civy Rights OMe in viotatign of any Regularory Agroomant o 80y 3pplizable Hygp
Actof 1964, Tive vy Civil rig ! 1968, Exacyfq Ordor fequlatians 115 Us.c 17187.43),
3 1 oniing thase lay, may seok addilionat cag Toney penalliey
Give lamifies With children equal consideration to, 8dmizsion, exceplin Wrough pares nds |,
housing fo oldor parsap ® Solammineg By HUD, B HUD 1 4 Use nomprolacy lurds 1o,
& Give ha"ﬁﬁcanpcd Parsons oy lop Subsicizad yryy thel ware bugy fied poy 381 5y Cordilion o fe<oiving Yansiars of Physicst
ang quipped specifica ) lor hardien Bisalsy Raxidie :ub:idy lean, eapy; at improvennn lan, odiestion of
i p firanciay assistaney, MAt930s tarms O Workoyy Tho Penalies couiy be 8z mych 3% the KUD
visions of Section 504 of 1ng Rehab«’hubon Act of elry's oy 14 Iora:losurc saly o sale afig, Icfedcswe.
873, 85 am v the Age Discrim; tion Act of 1975 and att {2} Ccrzaimpoa‘ﬂc ViolaEgng o) thafy
fegulagons andg admz'msl.'abvo ins!:ucuons mpl:menn‘ng thesa lowsg, 3035 e 23'Much g S?Syw
* e S8Rt Undorsiang, D2l he 50 L3y prg fo9ulatons pronbiy i, :
Mnaton B803ins; Appiicants o lonants why s handcappcd orols
Certnjpy age,
& Furnigp HUD's o

c<fldtany Agleement the Penalias
pq(og(lfhn,éo {l2usg 17357-15). .
/s/ Charleg g vi

y empfoyeo, 3pplican) for
col race, coler, hand;,

employmany o
©3p, refiginn,

56X of nalion )
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APPENDIX 18

Je
\
- + propet Namo! FHA Preis : Oote: K : !
l CEDAR_RIDGE APARTMENTS . 073-35392 December 31, 1992. ;L
— 1 .
JHUg Fitlo weiiss Uss Only (Chack ali boxes that zpply) . r
An up-front review of the management lee was: D Requited @ No! required ' .

fD The management lees quoted in paragraph 1a and explained in Atachment 1 of this Cortificalion are approved.

menl lees quoled In Paragraph 13 and explained in Atachment 1 of this CerVEcation sve not approved. The anached letler, duted

D The manage
: explains he reasans lor this disapproval and sets forth the allowable management fees,

e et

D The residential management lee Percantago is held harmless at v, ) : .

The residential management lee Ylold is capped at $______ PUPM Each lme you approve a renl increase, adjust the management fee Porcontage

to maintin this yield and enter the information required below. .

Adjusted Management .

Eflsciive Date
o! New Fae %* Monihty Rant Folenilal Colleclons % Assumed™ Foo Percuntage . :

ot
.
[

I ¥ - ’ ;
b . t’
X . * This should be 1he 1ame date the 1erx Increase is eflecilve,
. °* 95% unless you aperove a dilersn! parcontage,
g " By loan Servicer By Supervisory Load Servicer/Loan Management Branch Chie!
%‘ . Signatwre Dale Signalwre ) Dats .
o . ‘ :
2 L
% Name Narre
§ Thle Tite " i :
§
1R ,
14 . .
£
I i
- .
I %!* . -
Y Page 3ot 4 foem HUD-3023- 8 {11/26/90)
§ . Rl Hardbook 4381.5 Reva
} \
'
I . PAGE 3 of 4 1/9




ant 1—Coleuiation of Estimated Yiolds {rom Propesed Management Foos
m

5 F e FHA Projoct No.: Date: 5 ‘
- Y ) . 1- O
' IDGE_APARTMENTS - 073-35392: .. December 31, 1992
2." Commarclal Foe [Deserbo commercial space, how itis used and what
sarvices mansgement provides.)

"asidgnlhl Foo

iy residential rent potential {lrom Pant A

:,1,, most recent HUD-approved Rent Schedule $ 80 ,,24_0, 00
/ . .
- ina 13 mes 95 S 76,228.00
. T
T Percentags Ieo 5.% ” ‘

mmtial lee yield (Line 1b 6mes 1) |3 4,193.00

, I residential units (include
Yol nymber o .
"‘n[.{/gc UﬂllS.) 1 68 N uris

/TEI fea yield per unit per month
siden
Rfm 1d divided by 1e.) $ 24.96 puru N/A
many collections musl be eslimaled at 5% of gross potential, If 8. Monthly commercial rent potential (from Pan E
oy st a lower parcentage, eftach an explanation lor the collectons of the mos! recenl HUD-approved Rent
cenlage used. Make sure thal any assumption of a lower collectons base Schedule) S N/A
" does not compensate the agent for services lor which 8 special lee will bs
P“’d‘ b. Percenlage lee N/A o,
- ¢. Commeicial lee Yield (Line 2a Umes 2b) 5 N/A
“wiscellanoous Foe : N/A "
3. Percentage fee {rotto exceod the residensal income fee percentage inUne 1¢)

Lo
54%

b, Listany mizcellaneous income on which HUD aflows & lee to ba taken, but on which you have agreed a fee will not be paid. )

T e KA CYSEIRY

i

"4, Spoclal Foos .
Show dolint amount(z). pdrpoze{e) and tima period(s). covered. Describo parformance standards and tirget dales for accomplishment of special tasks. (Attach

sudilional sheots, I nucdod.)

"Nofe: Piojecis Gsted In Paragraph 2.18 ol HUD Handbook 4301,5 NEV-1 may quole managemant lem in ways olhor than as shown in IN3 attachmant,

Pagedold : A form HUD-9839- A {11/26/50),

PAGE 4 of 4

I . Monthly accounting fees paid to Davis Management of $1.75/unit or $294.00/month.




Exhibit 6.09

Creekside Square Apartments, L.P.
Management Agreement
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MANAGEMENT AGREEMENT

N This Management Agreement ("Agreement"”), dated as of this
2732 day of Aund , 1994 between Creekside Square Apartments,
7.P., an Indiana limited partnership, hereinafter referred to as
the "Owner", and pDavis Properties, L.P., an Indiana limited part-

nership, hereinafter referred to as tpe "Agent".

The Owner hereby appoints the Agent, and the Agent hereby
accepts appointment, on the terms and conditions hereinafter
provided, as exclusive management agent of the development know as’
creekside Square Apartments, located at approximately 5900 North
Lafayette Road, in the City of Indianapolis, County of Marion,
State of Indiana (the "Development").

1. 1,OW INCOME HOUSING TAX CREDIT PROGRAM

The Agent understands that the Owner is operating under the
Low Income Housing Tax Credit Program ("LIHTC Program"). In
performing its duties under this Agreement, the Agent agrees to
comply in all material respects with all pertinent requirements of
Section 42 of the Internal Revenue Code of 1986, as amended,
including but not 1imited to the income and cccupancy restrictions
regarding qualified low income tenants. In addition, the Agent
agrees to maintain and operate the Development in accordance with
the provisions of the Declaration of Extended Low Income Housing
Commitment from the Owner to the Indiana Housing Finance Authority
("IHFA") and applicable rules and regulations issued by IHFA.

2. MANAGEMENT OF THE DEVELOPMENT

The Agent shall manage and maintain the Development in a
manner consistent with the standard of management utilized in
managing similar developments of comparable size in Marion County,
Indiana. The BAgent shall make available to the Owner the full
benefit of its experience and judgment in the operations of quality

real estate properties.

3. MARKETING

The Agent will carry out or cause to be carried out by itself
or by a marketing company approved by -Owner, the marketing
activities reasonably necessary to maintain high occupancy s© that
the Development may be operated profitably, observing all

requirements of the LIHTC Program.




4. RESIDERT SELECTION, ORIENTATION ASSIGNMENT

a. All prospective residents shall be certified by the
Agent to meet the requirements of the LIBTC Program and the general
leasing requlrements of the Owner. The Agent will counsel all
prospective residents regarding rental requirements, rules and reg-

ulations governlng occupancy of the Development and services |
available to its residents. The Agent will conduct appropriate

investigations to assure that all prospective residents meet the |
requirements of the LIHTC Program; provided however, that Agent
shall not be 1liable to Owner for any losses or 1liabilities,
(including without limitation the loss of tax credits issued to the.
Owner under the LIHTC Program) arising from or relating to any:
misrepresentations of information by prospective or existing.

residents of the Development.

b. The Agent will prepare all dwelling leases, and will

“execute the same in its name, identified therein as the agent for
the Owner. The terms of all residential leases will comply with

the pertinent provisions of the LIHTC Program, the tenancy laws of
the State of Indiana and standard real estate management practices.:

c. The Agent will collect, deposit and disburse security
deposits, if regquired, in accordance with the terms of each
tenant’s lease and the tenancy laws of the State of Indiana,
including the Indiana Security Deposits Statute, Section 32-7-5-1,

d. The Agent will negotiate any necessary commercial
leases and concessions agreements, and will execute the same in its
name, identified therein as the agent for the Owner, subject to the
Owner’s prior approval of all material terms and conditions.

e. The Agent shall coordinate the plans of tenants for
moving their persconal property in and out of the Development, with
a view towards scheduling such movements so as to cause a minimum
of loss of income to the Owner and the Development.

f. The Agent shall maintain complete tenant files at the
Development site and provide authorized representatives of the
Owner with access to all tenant records. The Agent shall not
disclose any tenant file information to any other person or persons
without the Owner’s prior approval and proper legal authority.

5. ENFORCEMENT OF LEASES

The Agent will be responsible for enforcing tenant compliance
with the terms and conditions of the tenant’s lease and/or any
written rules, regulation and/or notices as may be promulgated from
time to time.




, In the event that legal action may be required to enforce any
of the terms and conditions of the tenants’ leases and/or such
© rules, regulations and/or notices, the Agent shall prepare any
documentation necessary to resolve such legal action and forward
the same to the Owner. The Agent shall cooperate with the Owner in
~ all ways reasonably necessary to resolve any potential or actual

=i legal actions.

%'6. COLLECTION OF RENTS AND OTHER RECEIPTS
{

The Agent will collect when due all rents, charges and other

"< amounts receivable on the Owner’s account in connection with the

" management and operation of the Development. Such receipts (except
;. for tenant’s security deposits which will be handled as specified

. in Subsection 4(c) above, will be deposited in an account, separate
- from all other accounts and funds, with a bank designated by the
Oowner whose deposits are fully insured by the Federal Deposit
Insurance Corporation. Owner shall have the right to deposit
: additional funds into the account from time to time as it deems
- necessary or advisable. Such account shall be in name of Creekside
Square Apartments, L.P. and is herein referred to as the "Operating
. Account”. The Agent shall reserve in the Operating Account on a
" monthly basis the amount neceéssary to pay operating expenses of the

: Development (as set forth in the annual budget referred to in

Subsection 7(a) hereof) for the then-current month. The balance of
moneys collected in the Operating BAccount, 1if any, shall be
deposited by the Agent, at the direction and on behalf of the
Owner, into an account in a bank designated by the Owner from time
to time (the "Bank"). The transfer of funds by the Agent to the
Bank shall be made at such intervals which the Owner may direct.

The Owner hereby authorizes the Agent to request, demand,
collect and receive any and all rents or charges which may at any
time be or become due to the Owner. 1In the event of non-payment,
the Agent, upon request and on behalf of the Owner, shall prepare
a list of all delinquencies and forward the same to the Owner.

The Agent shall prepare on a timely basis all requisitions and
vouchers for all rent or carrying charges which may be due to the
Owner. ‘

7. FINANCIAL

a. The Agent shall prepare for the Owner’s approval an
annual budget, including monthly projections of revenues and
expenses. !

b, The Agent shall maintain a comprehensive system of
records, including but not limited to a general ledger, general
journal, cash receipt book, monthly rent roll, cash disbursements
book, security deposit register, bank reconciliations, payroll
books and records, contracts, invoices, tenant files and any other
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qurdlﬁg to generally accepted accounting principles.

onthly financial statement, balance sheet and, upon the written
request of the Owner, a rent roll. ’

d. The Agent shall maintain any financial records
qulred for the filing of any necessary reportito the Owner (or,
pon . request, its partners) or any applicable federal, state or
ocal governmental agencies. :

- e. The Agent shall prepare and file all forms, reports,:
Siand »returns required by law in connection with Unemployment
& nsurance, Worker’s Compensation Insurance, Disability Beneflts,
*docial Security, Payroll Taxes and other similar taxes now in
‘effect or hereinafter imposed.

: f. The Agent, acting in its discretion using prudent
gbu51ness judgment, shall disburse on behalf of the Owner to the
appropriate parties, regularly and punctually, from the funds
collected and deposited in the Operating Account, any amount which
g'@*ﬁ*”"lfxas been incurred as an operating expense of the Development.

g. The Agent shall, acting in its discretion using
'prudent business judgment, procure any services, supplies or
insurance required for the operation of the Development.

GENERAL

- a. The Agent shall have an employee present at the
Development during business hours necessary to accommodate the
servicing of the needs of the tenants and the Owner.

o b. The Agent shall obtain fldellty bonds covering all of
~its employees in an amount equal to the maximum monthly potential

.rents of the Development.

c. All actions, performance or undertaking by the Agent
~pursuant to the provisions of the Agreement shall be done as agent
~of the Owner.

d. Notwithstanding any provisions contained herein, the
Owner shall hold the Agent harmless from legal and other costs if
the legal and other costs arise from the Agent’s proper performance
of its duties under the terms of this Agreement or the Owner’s
failure to respond to the Agent’s proper and timely requests and
recommendations.

e. The Agent shall comply fully with the provisions of
any federal, state or local law prohibiting discrimination in
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files or books regquired to discharge the Agent’s duties

c. The Agent shall prepare and submit to the Owner a'




housing on the basis of race, color, religion, sex, handicap,
‘familial status or national origin.

f. The BAgent shall enforce the requirements that
applicants and residents certlfy and re—certlfy the total income of
the household who shall reside in the unit in accordance with the
regulations of the LIETC Program.

g. The Agent will maintain a management office within
the Development. The Owner will charge no rental for the same nor
shall Agent be charged for heat, 1light or telephone for the
premises occupied as the Rgent‘s management office.

h. The Owner shall be responsxble for the overall
maintenance at the Development. . i

i. All fees due and payable to the Agent hereunder are
hereby expressly subordinated and made secondary and inferior to
(a) all the liens, mortgages, encumbrances, security interests and
assignments created under, renewed and extended under or existing
under or by virtue of any mortgage encumbering the Development
executed by the Owner in favor of any permanent or construction
lender ("Lender") (the "Mortgage) and (b) all indebtedness
described in and secured by such Mortgage ("Indebtedness").

below, in the event of a material default by the Owner under any
document evidencing the Indebtedness, Lender may elect, within
sixty (60) days after the declaration of such default by Lender, to
(i) terminate this Agreement, and upon such election, this
Agreement shall be considered terminated without claim by the Agent
against either the Owner, Lender or the Development, for any fees,
compensation, costs or expenses arising subsequent to the date of
such termination, or (ii) to continue this Agreement upon the same
terms and conditions contained herein. 1In the event Lender elects
to continue this Agreement, Lender shall retain the ability to
elect on a monthly basis, concurrently with each monthly payment to
the Agent, to terminate this Agreement. ‘

" j. Notwithstanding the terms contained within Section 11
:

l 9. TENANT RELATIONS
The Agent shall be responsible for establishing and
I maintaining positive tenant management relations at the
Development. :
' 10. COMPENSATION

The Agent shall be compensated for its services as follows:

a. The Agent shall be compensated for its services under;
this Agreement at the rate of 5 percent (5%) of gross collected
income. ‘
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= b. The Agent’s compensation will be due and payable on
he first day of each month. '

TERM OF AGREEMENT

°  The initial term of this Agreement shall be in effect for a
sriod of five years beginning on the 1st day of July, 1994. 1

.- a. | This Agreement may pe terminated by the Owner oI
Agent with cause on ninety (90) days written notice to the other

party.

b. In the event that a petition in pbankruptcy is filed
by or against the Agent, OT in the event that the Agent makes an
‘assignment for the benefit of creditors or takes advantage of any
insolvency act, the Owner shall have the right to terminate this

‘Agreement immediately.

. Upon termination, the Agent will submit to the Owner

“any financial statements required by the Owner. After the Agent

‘has accounted to the Owner with respect to all matters outstanding

“at the date of termination, the Owner will furnish the Agent

“security in the form and principal amount satisfactory to the Agent

.. ‘against any obligations or liabilities which the Agent may properly
nave incurred on behalf of the Owner hereunder.

C.

d. Upon the expiration of the initial five year term of
and upon the expiration of any extension period

thereto, if any, the term of this Agreement shall automatically be

renewed, upon the same terms and conditions contained herein

(except for the amount of compensation due hereunder which may be

renegotiated upon the expiration of the initial term or any
extension term) for an additional five year period unless the Owner
shall notify the Agent in writing of termination within ninety (90)
days prior to the expiration of the initial term oI the then-

current extenslon term if any.

this Agreement,

e. Notwithstanding the foregoing, in the event the

ceneral partner of the Owner shall be removed in accordance with
ted Partnership of

the terms of the Restated Agreement of Limit
Owner, then the successor general partner (oI, if applicable,‘the
1imited partner) of Owner may terminate this Agreement within ten
(10) days following written .notice to the Agent.

9
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12. NOTICES

: Any notice to the parties to this Agreement shall be
conclusively deemed to have been received and to be effective on

the date on which it is delivered at the address listed below or,

if sent by certified mail, postage prepaid, on the third business .
day after the day on which it is mailed, addressed to the party at

the address listed below: {
The Owner: Creekside Square Apartments, L.P.
c/o Davis Properties, L.P.
3755 East 82nd Street
Suite 120
Indianapolis, Indiana 46240
Attention: Michael B. Davis

The Agent: Davis Properties, L.